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INTRODUCTION

. . -

This handbook accents the nature §f transportation and

related domesnic,ﬁnd international busin#ts activities. 1Its

. . ) . v
objective is to provide basic infgrmation for the ''newcomer"
‘ L
to the field. It contains such topics as mechanics of exporting
~‘ -
and importing; role of physical distribution;- services and

asoistance provided by various United States govegament agencies.
regulatory bodies lnd reguhation;’financing; insurance.‘documonta-

. ) * 3 -
tion; packing;-marking and packaging; warehousing and storage; .,
. ¢ '
containerizaticné carriers, ports and airports; and services of

-

international specialists. The handbook is intended £or use
. 1Y

completely independent of the educational program discussed in

Part One, but it could very easily be used in conjunction with

-
-

that program,

A. Scope - . N

1. Purpose .

N

’ It is intended that this handbook servé principally

as & reference guide for carriers, facilitating middlemen,

x . . ]

‘exporters, and importers, business firms, agencies, and

other members of the transportaiion community.

. ' ’
Very informative and heipful handbooks on interry,
e
nationnl trade, published by public and private agencies,

are available. quever, ACCENT ON TRANS#ORTATION provides

3-2
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» |

s

» i)y ¥ * “)"\" A\"H fr\‘ :
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a much-needed emphasis on certuin aspects of tramspor-
tation, coupled with selective high-lighting of related

chysical distribution and faciiitatian areas, not readily .«

3
L]

available elsewhere.

.

Coverage N

“

Chapters 11 and 111 deacribé‘alaiatance_available
from public and prjvate agencies, as well as reguiatory
requirements for f;teign traders. Alao~in¢luded is a -
resume of the primary functions and re.ponoibilities.of
those regulatory bodies which exporters otlimportexs

»

ma} encounter in their dealings.
!

Chapters IV, V, and VI incorporate essential ©

explanations and guidelines in regard to methods of
bayment. risk coverage and documentatior for inter- |
"naticnal trade transactions.

Encompassed in Chapters VII, VII{, and IX are pro- ~
tective requilements, identification, and warehousing o€) -
commodities. Due to significant technological broakif#/
through associated with the '"centainer explosion,"
sp2cial attention has been given to containcriza?ion.and
its relationship to transportation.

Chaptet; X, X1, and XII discuss transportation
modes_and ports and airpérts in spgafd to services and

connected functions. Pinsally, the services of 'fretght

3-3
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o - \
forwarders and customshouse brokers &re described, 1n(\

&
. §§V order to focus attention on the hey cuntributions cf

& 5

Q these specialists.
& :
\

Q§3 The succesas of international trade transactions

hinges on communication that proves mutually advantageous
to the trading parties. /Appendix "A" is included. to help
bridge any communications gaps conceraning the under-

standing of foreign trade term%:;:ogy. As a corollary,

Appendix "B" is included to avoi ;gisundetstandings
regarding 1ntitnationsl practices ;;;estabfishing and
maintaining financial credict.
The literature dealing with the preceding sub jects
' ) - is quite exteansive,; hence, it 18 impractical te include
all contributions to the fieid in & cdncise biblingraphy.
Consequently, in Appendix "'C" referencea have been

limited to those deemed wost essentlal and meaningful

to users.

B. General Comments

1. The International Trade Cuncept f

Jx»‘!

There are varlious political, soctal, and economic
reascns for countries Lo engage in international trade.
All of these are designed t¢ {urther the interests of
the trading countries. Whil; political a;d social
reasons for trade are both important and {nteresting,

the economic or business r2asuvnd for international trade
.’.l

344
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are most pertinent to the present discussion in which

QJ} | related economic factors are treated.
e
a. Uniqueness of gtoduct
{

Many commodities demanded in world markets
cannot be produccd)in all areas of the uorld.. By
virtue of climatic situa:ion,-minerai depositsy. or
other similar factors, some areas are favored with
quantities of certain goods which more than satisfy
internal demand. Surplus é%bda may be exported,
with payments ryeceived therefor being used to import

N '

other commodities.

©. Absolute advantage

By application cf leas resources or factors of

production, or by possessing special skill levels or
other production advantages, some cauﬂtrtil\:;:_nble
to produce some kinds of goods cheaper than cam other

countries. This condition is krown as absolute

1e

advantage. Under this situation, a country will be
i in a position to export such goods in exchange for
2"'_produc:| over which other countries have s similar

absolute advantage.




Comparative advantage

- Businessmeun and economists have proven that
there are numerous cases where it pays a country to

-

import 3oods‘that may be less costly to prpduﬁe by
that country, provided that the importing ;ountry
can produce other commodities that are‘to be exported ‘
relatively cheaper. By following & policy of pro-
ducing those goods in which the greatest relative
efficiency lies, all countries stand to benefit from
international trade. 'Thérefore, ccuntries should
npt limit thetr i{nternational trade to conditions
of unique product or absolute economic advéntage.

&
but rather should evaluate thelr tef}tive position
by examining potential international trade from a
comparative point of view as well.

Evaluation of coat; in determining comparagtve
advantage must incliude all,iqpufs necessary to
ascertain total landed costs. These enéompass pro-
ductiog-related costs, as well as ttanaportatiqp,
insurance, and similar charges required to accomplish

the distribution ¢f <ormmodities.

Limttations to '-rerna' nnal trade

Since countries rarel§ have Lgeﬂtiﬁal cosat

—

o

. there 1"'»./,,

tr

functions in the production o
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almost alvays a potoptiiﬁ for ;rn@o. ’
Unfortunately, political, institutional, and
other factors too often interfeve with the demen-
strated economic advantages that would derive from
"free world trade." These iastitutional-political

conditions include:
-~

ki) Embargo
g

Embargces are prolhibicions against exports

or imports to or from certain areas or countries.

(2) Quotas . 535

The setting of quotas designates a delib-
' erate limitation in the quantities of certain
goods that may be imported.

v

(3) Protective tariffs

Tariffs are taxes or fees levied by govern- .
ments on {mported goods. Tariffs generally conm-
stitute the moat {mportant 1imitagion0 cn.the |
otherwise free flow of international trade. '3
while protective tariffs do severely limit the

amount c¢f{ trade that otherwise would normally be

generated between countries, it is, unrealistic
3
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to condemn tariffs outright. ShnltoZJns an )

/// infant induutgy, which & country may .
& 'sttempting to protect until_growth difficulties
QN‘V$&ﬁ$ are overcome, ;nd similar factors, sometimes
q§§&(9 may ju;tify these t;riffs.

Bxport subsidies, -granted by exporting
countries as a means of promoting the export
of certain commodities, are the converse of
protective tariffs, and cause changes in the
normal workinga.of the international trade

system and resource allocation.

2. Mechanics of Exporting and Importing

Export and import involve sales and purchase trans-
. actions that cross international boundaries. These
transactions incur financial (foreign exchange) obliga-
i tions, waich parallel, but flow in the opgoeite ditectionR
//;?’ of, the export and ;mpor; movements . )

Poreién trade is a two-way street. Without the .
opportunity of earning the requirea foreign exchange
(currencies) by goods or gervices, imports cannct
normally be financed by countries which do not balance
thcé with export revenues.

The nctuai or potential foreign trader must have

.

access knowledge of the mechanics of exporting and

importing.. These mechantics are described in the various

“ !
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sections of this handbook by tdentification of functions,
services, assistance available from various agencies.

(e.g., carriers, banks, underwriters, governments) egc.

Role of Physical Dietribution
. b) . /‘y

The shift from a post World War Il sellers' market

to the buyers' market of the 1950's brought increased
'emphqsia to tﬁe marketing concept as the focus of cor-
rorate activity. In the buyers' market, firms could no
longer remain simply production-oriented and survive in
a8 competitive environment where success depends upon
ascertaining customer needs,;nd:tailoriqg_corpotate

policy to meet these needs at a profit. .This, new cor-

“porate posture has promoted the role of physical distri- S
. "

but ion management. Eff{cient 1n£égrated management of
the physical flog of goods has been recognized as a new
.avenu; to profit'throﬁgh cost reductions and improved
‘customer ser 'ices.

The physical distribution functio; is composed of
a number of interrelated subfunctions. Each of thele'
subfunctions is often managed separately. Efficient
distribution depends upon couvrdinated planning and
co;trol of the entire sysiem. however. The major sub-

functions making up the physical distribution system .

are’

3-9
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&
b.
C.

Transportation and traffic management
.

lTranséortafion and traffic management includes
not only the selection of médes and carriersrand
the routing of goods, but also participation in rate
negotiation, management.of risk and claimg, docu-
mentation, expediting and tracing, and such miscel-
laneous agti;}ties as diversion_and reconsignment,

use of transit privileges, and control of demurrage

and detention.

Inventory management

Inventory management has developed into a precise
gscience of balancing carrying and obsolescence costs
against high restocking and production costs and the

loss of goodwill precipitated by stock-outs.

Warehousing

Harekousing concerns itself not only with
operations and selection between private and
publiclwarehousing, but also with che process of
maktng location decisions regardiag distribution

points.

3-10



d. Packaging

hd -

Packaging is an often neglected area which is

-1

crucially related to many of & firm's logistical

decisionl.

e. Coumunication

~

Communication and the management of information
flows are f},the root of proper coordination of the
various subfunctions within physical distribution,

and o§ the physical distribution function as a°

whole within the corporate structure.

f. Total cost concept

The total cost concept of physical distribution
has served to focus company effort;\upgg;ggggcing
overall systefis costs rather than simply minimizing
the cosc.of any given subfunctign. Suboptimization
has, in the past, led to gross inefficiencies in the
distribution system. ﬁowever, there is now an
encouraging trend toward a real and effective imple-
mentation of the systems viewpoint in managing

phys?cal distribution. .
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11. SERVICES AND ASSISTANCE PROVIDED 8Y PUBLIC AND PRIVATE AGENCIES

4$$' ' ?
.\%\\'. :

-éﬁﬁv\ Both expefienced and beginniﬁg foreign traders can obtain a

QSS- wide variety of helpfﬁl gervices and assistance programs from
govetnmental_and nbnfgovernQental agenciés. Some of.theae agencies,
and a partiﬁl lietiné of ‘the se;§ices provided, are listed below.
More details on these services, as well as information on newly

initiated programs, can be obtained by contacting the various

agencies directly.

A. Uniced States Government Agencies .

l. Department of gEriculture

The Department of Agrieulture is concerned, both

direccly and indirectly, with United States foreign trade.

a. The Agticultural Research Service

The Agricultural.aesearch Se-vice seeks to improve
agricultural products going to foreign as wveil as
domestic markets. It makes available to exporters and
others results of marketing reaear?h programs designed
t)improve handling, storage, processing, transpor-
tation, and distribution of agricultursl products.
Included in its programs are dioleu&nntion of market
news . standardization, inspection, grading, and

classifying of agricultural products; and surplus

ssles to domestic and foreign buyers.

Q. 3-12




b. Poreisn A.rtc!ltgral Service

. c.

“‘.QT P(‘T‘V " L

The Foreign Agricultural Service develépa foreign
markets for products of United States firneru. This
service in:ludes continual appraisal of marketing - .,
opportunities ovérseas and of competition and barrtori
to trade. Efforts simed at improving international

trade conditions for agricultural products, such as

the exvort sale of farm surpluses for foreign currencies, -

are 2lso included. This service is thexcellent source
of up-to-date information on world agricultural com-

modity and trade policy.

Commodity Credit Corporation

The Commodity Credit Corporation (CCC) is
responsible for the program of price supports for farm
products. The CCC may purchase commodities abroad to
meet foreign and domestic needs. It may procure farm
products for relief programs abroad, and it may export,
at competitive prices, any commodity that i{s not in
short supply. The CCC also adminllteru United States
participation in the International Wheat Agreenent

and similar agreements.

27 Department of Commerce w

\
Expanding of exports is the direct concern of the

3-13



- _,/6
pDomestic and International Business operating unit of the’
&
<§S’Deplrtment of Commerce, whose miseion is to stimulate,
N
Ny
d§§' foster, and encourage business both at home and abroad.

'4> The expansion cf exports is the specific responsibilicy
%Q $

?

of the Assictant Secretary for Domestic and Interaational

Business (DIB), who 1in tJrg supervises the following
ngenciea:L Bureau of International Commerce‘(BICS; Busi-
ness and Defense Services Administr;tion (BDSA); Office

of Foreign Commercial Services (OFCS); Office of Field
‘Services (OFS), with 42 Field Offices in major cities. The
BIC has the primary responsibility for assisting exporters
and promoting exports. A prief explanation of the responsi-
bilities of each of the DIB offices help; to show the range
of services available.

; L 3

? A

a. The Export Business Relations Division

This division is ghe initial contact point for
questions on how to get into the export field ;' export';
trade.problems; export financing; eprr{.msrketlz
{pvestments, and related .ubjects. This division is
also the point of cont;ct for firé; wishing to use the
International Business Assistance Service (1BAS) for
help i; solving government-related problems in con-
nection with specific transactions. Established in

1969, IR.5S was created to help on a case-by-case basis

and, thereby, to speed solution of problems faced by

‘ 3-14
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Unitéd States cg-pautnn in international trade. Often .
an international business transaction may require

<f/\\\. dealings with several agencies of government. The role
of IBAS {is éo coordinate and expedite contacts between
_bullnen;non and the agencies concerned.

One of the major programs carried on by IBAS is
the Project Facilltntfon Program, the aim of whicﬁ is
to bring major foreign projects to the attention of
United States firms {n the early planning stages and,
{f necessary, to assist these firms in putting
togeth;; "package' deals which utilize the cnpibilftfel
and resources of several cqmpanies. one or more btanks,

\\ _ and gév:rnment agencies such as the Export-Import
Bank and the Agency for International Development.

' b. Bureau of International Commerce

1 é\\ (1) .Promogion

The Qu;eIU'of International Commerce (BIC)
promotes U.S. trade and 1nve|£ment nvergeas on
"a geographical basis. Specifically, BIC con-
ducts promotional activities in overseas mar-
kets; provides businecss with {nformation and

@

advisory services about foreign trade oppor-

'tunitieu; helps'formulnte U.S. trade and commer-:

cial policy; and administers the export control

-




A .

. ' program. BIC can provide United States business-
o men with information on marketing, investment,
and economic conditions in more tHan 100 countries

and regions, and can aid in finding new business

& - ,
. <§?‘ abroad. ’
}.\ .

€§ ) Blé presently ocoerates eight trade centers
é;' abroad (London, Bangkok, Frankfurt, Tokyo, Milan,
- Stock;olm, Paris, Sydney)‘rhere businesses mﬁ(
display goods. 1In 1971 a new trade center will
i be opened in Mexico City. BIC also presents exhi-
bitions of Un{ted States goods at\jniernational \
trade feirs and éonducca_;rade missi9n programs
to other countries. It hés also organized mobile
trade fairs and sample product displays in United
. Statesd codﬁetcial of fices throughout the world.
It‘Operetes permanént sample Display Centers in
‘Beirut, Nairobi, and Bangkok, where products may
be displayed for 30 days.

s (2) Other services

—

" Other business servicés provided by BIC
include commercial intelligence to aid firms in
- S locating customers or representatives abroad:

help in obtaining foreign diltribu:oi}\Q{ agents;
\-.
. - help in conjunctiuvn with U.S. Foreign Service-dn
.. Ny
AN
settling trade disputes; and the rendering of

.
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- (3)

\

C.

- point the best foreign markets for selected

v

sssistance in stimulacing exports vis an auto-

mated Americen ‘laternational Traders Index.

~. . -
By

BC Q“ Q(\V‘A

Joint Expoft Association Plan -

The Joint !xporé Association Plan, initiated
in 1968,'dpenl to U.S. firms the poathtltty of
up to 50 percent gerrnment financing of such

costs_as marketing research, advertising, foreign
- .~ " t

exhibitions, sales offices and warehousing. .This

program is aimed primarily at aiding smaller firms.

It is limited co certain groups ?f companies ¢
joined-together'to sell abroad.

The qub:l Mn;keting Program is a new BIC
program initiated in late 1970. 1Its key featﬁrec
are: comprehensive global mdrket rescarch to pin-
{ndustries by specific product; a nationwide
global marketing program; counseling services

on foreign markets; and the development of a

global marketing program for each firm.

e

Business & Defense Services Administration (BDSA)

This agency, through its 26 commodity and industry

\\.'//dflioionu, ;in-et United States business of inter-

. national sales potential of specific commodities.

é

>
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BDSA commodity specialists hold frequent discussions
with tr’de association repte;entntiv;l, manufacturers,
and other businessmen, through which they build up a
large pool of information on sublects rnnging‘from

raw materials to finished products. Although con-
cerned primarily with domestic businesa} BDSA helps to
open markets for United States products'&roﬁéd the
world. The agency is continuovsly active in promdting
the adoption of commodity standards and specifications
~th¢: will permit American business to compete in world
markets. BDSA gathers information about commodities

in world trade, and collects, evaluates, and publicizes

{nformation about overseas trading opportunitiee.

d. Office of Foreign Commercial Services
- -/ v

The Office of Foreign CommerciQLIServicea is the
agency of the Department of Commerce that obtains much_
of the information about world trade from offices in
the United States Foreign Service. It, in turnm, makes
such information available to businessmen. It also
engages in direct promotion of export sales and
negotiates and mckes repéeaentntionl on behalf of

United States business interests.

-
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e. Department of Cogmerce ld Offic BESt

E
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Each of the 42 Department of Commerce Pield
Offices is a small Department of Commerce in its own
area. At each Field Office, specialists help to. solve
business problems, furnish information and publications
about the Department's program and services, and pro-
vide counsel on both foreign and domestic busiﬁéoe
operations. For example, in-house export marketing
workshops are offered periodically. Some of thé
specific kinds of information available from a Field
Office are: how to get started in a world trade;
marxeting and economic reports; foreign business regu-
lations; international trade statistics; information
on foreign transportation, insurance, credit sources,

_patents, trademarks, and copyrights; directories of
foreign advertising agencies, market research organi-
zations, and international trade development organi-
zations; publications on every phase of 1ﬁternation‘5
commerce; and trade and investment opporcuﬁtciel
abroad. Llocal Field Offices also wo;k with Regional
Export Expangion Councils, trade associations,
chambers of commerce, local offices of the Small

Business Adminintrat;on,'and other groups interested

in doing business abroad. .

19
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f. United States Maritime Administration

;iib The Maritime Administration is also under the
“ Department of Commerce. Its general mandate is the
-\¥§§“¢N sromotion of a United Eta;es merchant fleet sufficient
o« Qﬁi to carry our domestic water-borne commerce and a Sub-

stantial portion of our water-borne export and import
t"*f' In csrry&ng out this mandate it provides many
services and dgvelops techniques useful to U:S.

-
traders. .

3. Department of State

/

The Foreign Servics of the United States has always
been an important source of information on foreign

-

countries. In addition, in carrying out the foreign
policy of the United States, the Foreign Service is
engaged in a number of economic activities which are
helpful to United States businessmen doing business

abroad. This help is mainly in two areas, trade pro-

motion and trade protection.

a. Trade promotiovn

(1) Trade opportunity surveillance

This includes 7cepinglconltlntly alert for

and reporting on cdncrete foreign trade oppor-

o

tunities for products, technology and services.

3-20
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Studying and reporting on foreign prdductcﬂ
vhich may be competitive to United States
products both domestically and abroad, form part
of this activity.

BES‘- coPyY AVN\_AB\-E

(2) Demand creation

This function seeks to generate demands

.for United States products in overseas markets.

(3) Overseas business analysis

This activity encompasses investigating
and repo}ttng on conditions and factors
affecting United States buainer abroad, and
includes providing World Trade Directory Reports
concerning the general standing and distributing
capacities of foreign firms. Trade lists of
overseas firms are prepared and submitted upon

request. : .

(4) Business contact facilitation

,.PtQp;ced visits of foreign businessmen to
the Unfited States are facilitated gnd reported
in advance so that interested United States
firms may arrange to meet them, if desired.

Assistance in arranging business contacts for

Egig‘ 3-21



United States businessmen traveling abroad :s
also provided. Trade fnquiries are also
faN " answered.

Q&§ .

(5) Arrangement of trade conferences

Trade conference wcrk is prepared, and upon
iuaq;uctions performed.for, Uniggd States
agencies and for exporcers, importers; bankers,
farmers, foreign trade organizations and others.

v [ 4

. b. Trade protection

(1)‘dlgformation bank

Information on national and locgl laws and

regulations which affect foreign trade is

furnished.

(2) Opportunity equalization

\ . By alca;;&ining that specifications for
work abroad ars drawn to give United States
bidders equal opportunity to compete for busi-
ness, influence is exerted to prevent discrimi-

nation against United Ltates businessmen.

Q 3-22
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. (3) Resolution of trade problems

Ad justment and settlement of trade problems

are attempted.
\ BEST COIY AVANARTF

[
(4) Elimination of trade barriers
Dtlctimtnaiory barriers against United
States goods are observed, reported on and

removed when possible.

(5) Guarding of trade and ownership rights

Infringements on rights of United States .
businessmen in such areas as commerce and navi- -
)

gation, patents and trademarks, coPyrightn, and

the. like are guarded against.

4. United States Department of Transportation {DOT)

The Office of Facilitation of the Department of
Transportation is active in streamlining and linplifying.
export documentation. In sddition, this office endeavors
to assist business and transportation firms interested
in certain aspects of international and domestic trade
by dissemination of information through seminars, work-

shops, and conferences.
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Export-Import Bank

The Eprrt-lmport Bank (Eximbank) is an independent,
qxénholly owned agency ot the United States Government. Its
purpos: is to facilirate and finance foreign trade. In

addition to providing export credit insurance and

guarantees to commercial banks, Eximbank also directly .
promotes exports in a number of ways. Among these are
lona-tcrm'léanu directly to public and private bor;auera
abroad for the purchase of United States products and
services; repayment guaranteea to American or foteign
lenders of funds for thé same purposes; lending credits
to entities abroad which,through sub-loans to ultimate
borrowers, will assist smaller purchases of American
products; and repayment guarantees to exporters to assist
{n the use or leasing abroad of United State; services
or products.

Direct loans normnlly_cover not more than 50 percent
of the financed portion of the United States procurement
costs. The borrower may find the other portion of his
financing from private American pr foreign dcurces with
the alliltigce. {f needed, of & repayment guarantee by
Eximbank. Repayment of the private portion of the
financing way be completed before repayment of the
Eximbank portion begins. Where necessary, to compete
vith non-American sources of procurement that offer

financing for the local costs as welllal the foreign

3-24
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exchange costs of the project, Eximbank msy offer repay-
went guarantees to sssist United States suppliers in
obtaining off-shore financing for at.least a portion of
the local costs. _ | ',f“\\

’ ~

\\ BEST COPY AVP APy

6. Swall Business antuLQStlt‘on |
‘e <

The functions of the Small Business Administration .
(SBA), an independent agency of the United States Govern-
ment, are to ;16 and assist small business firms in the
United States. As a source of fundl} the SBA figauceu
: ) : nmnlllsuugneaa only vhen financing cannot be secured
through regular financial channels. An Adporfagt part
of SBA assistance is the counseling of the. small business-
man by its staff experts. If a firm mee equirements,
the SBA will p;;ticipate in loans or make direct loans
i— for business construction, conversion or expansion, for
purchase of machinery, equipment, faciliflen. ;upplieu or
materials, or for working capital. SEA also provides
dlsanter loans and a broad range of management assistence.
The SBA seeks to make it easier for small businesses
to enter foreign trade. Prospective small exporters are
counseled on export 6pportpnft1en and problems. SBA
keeps a list of small manufacturers who have expressed .
interest in develop;;g export wmarkets and refers trade
cpportunities to thewm. Small buainaal-eh are encouraged

\
to exhibit their products at trade fairs and to take

Q 3-25




advantage of trade missions. The SRA also co-sponsors

foreign trade opportunity corferences for swmall business-

Co "3

gugg;y men to chuuint them with foreign trade opporéunities.
J“' _ | and cooperates with colleges and universities in offering
short courses on exporting techniques.
. . In its foreign trade program, the SBA works closely

with the Department of Commerce, the Department of State,

the Export-lmport Bank, and other Government agencies.

B. Sugrun&tton&l Agencies

Naticnal governments-work in concert regionally or
internationally to prdmote international distripution through
membership in more or less permaneng.;rganiz.tionl which hace
beea created by the national governments themselves, or by
. becoming parties or signatories .to agreements or conventions.

Such arrangements have helped to create an 1nternut1§nal
environment favorable to business tr;nsuctiona. For the most
part, relationships established with {ddividual business
firms have been 1né1rect, since direct assistance is made
aveilable generally only to national governments. Direct
aid, however, is provided individual business firms through

: P
statistical reporting ,nd publi:hinﬁ activities. In many \

instances such data are not available from other sources.

4

l-m_t.iyﬁi’_&
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Zeconamic end Bocisl Cougeil (ECOSOC) .
= REST cory MWANABLE

Within this organization the Economic and Social
Cou;cil (ECOSOC) is the prime mover in the economic
and socisl areas which affect international trade.
Eight committaes in ECOSOC perform functions and
péovid; services of special interest to the inter-
national buatnenumani These are: The Statistical
Commission; the Commission on Housing, Building,
and Plannihg; the Comnission for Development and
Planning; the Adviuofy Committee on the Application
of Science and Technology in Development; and four

regional economic commissions (for Africa, Asia and

the Far East, Europe, and latin Averica).

United Nations Committee for Trade and Develcpment

(UNCTAD) )

The arm of the United Nations concerned parti-
e@Thtly with.exporta of developing nations is the
United Natt;nn Committee for Trade and Development
(UNCTAD), which held conferences in 1964 and 1968
to discuss this Gery sensitive area. The major
activities - € UNCTAD include research and support in
connection with negoflattnnlof comnodity agreements,
technical elaboration of new trade schemes, such as
a nev import prefirence system, and various pro-

motional activities designed to assist developing

3-27
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0$x¥c0untr1eo in the areas of trade and capital flows.
SN
ol '
ey UNCTAD has no direct official relationships with
o ' '

2 individual business firms.

|

¢c. United Nations Industrial Development Orgnnizaiion

(UN1DO) -

The United Nations Industrial Qevelopmeﬁt
Organization (UNIDO) is also concerned with devel-
opment. Its task is to promote the industrialization
of developing cou;trlen by encou;aging the mobili-
zation of national and international resoufces.
Emphasis is placed on manufacturing. Unlike UNCTAD,
UNIDO works directly wlgp business firms, generally
on an industry basis. T‘e ma jor aztivitlea of UNIDO

fall into three categories: operational, research,

end coordination.

2. ;nternational Monetary Fund

Among supranational organizations, the International
Moneiary'rund (IMF) is somewhat unique in that it combines
three major functions: regulatory, financisl, and con-
sultative. 1In its regulatory aspect, the IMF administers
a code‘of'good behavior in the lnternhttonal pay=ments
sphere. As a financial 1nlc1tuitdh. it loans funds to
national monetary authorities to meet balance of payments

deficits. Finally, as a conluitant. it provides a ceuter
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\ for internacional cooperation and a source of techaical
. assistance to its member governments.

The obiectives of the xuz are to promote fﬁi;rn.ttonnl
monetary coéperation; facilitage the expansion and stible
growth of world Era{s; promote and maintain exchange
stability; assist in multilateral payments between mea-
ber countries to eliminate foreign exchange restrictions
or other practices tuat hinder international trade; pro-
vide an orderly means of adjusting or adapting to over-
or undervalued exchange rates; provide short-term loans

to member countries experiencing balance of payments :
difficulties; and promote convertibility of national :
currencies,
By carrying out pelicies to i{mplement chese objec-
< tives, the IMF assists the privite sector of inter-
national business by improving conditions in which trade

will occur.

3. ‘Horld Bank Group

The World Bank Group of financial assistance insti-
tutions consists of the World Bank, the Internationsl
Development Association, and the International Finance
Corporation. Of these, only the latter is designed to
provide Jtrect.aunictance to private business. The
other two, however, aid private business in indirect

ways. In general, the Group is oriented toward devel-
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opment lending, with the major ashare of {ts funds
T directed to less .developed countries.
¥ - :

a&. World Bank

The general purpose of the World Bank is to
finance érojectl that help to build foundations of
economic growth in less-developed counttiel; fhto
is accomplished by granting loans ta governments of

. member nations, including territories ané political

,/ subdivisions, political or private gntities, and

| public 1ntetﬁutiona1 or regional organizations. More -

lpcéifically,’the objeétive ie to provide long-term

financing for inveltment; in and operations of

domestic developnent; such as highways, power pf;ntn,

hospitals, agricultuice, etc., which are usually beyond

thi‘financing capability of the private sector in ,

" developing nations. While the World Bank does pot
finance private business directly, through its
actions 1i helpo.ptovide condttiqnl for domestic
expansion, growth and stability which(. in turn..

provide an at-onphercrconducive to increased inter-

national trade.

b. lnternstiomnal Development Association

This organization in the World Bank Croup is

similar in operation to the World Bank itself,
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except that its loans are made at very low, or no,

interest rates, and for periods as long as 50 years.

c. International Finance Corporation (IFC)

The International Finance Corporation (IFC)
attempts to further economic developmeﬁt of private
enterprise in member countries through financtng
only p}tvute enterprise contributing to economic
development. Its purpose i@ accomplishtied by .
assisting in financing, establishing, and improving
private business operations; seeking to obtain
domestic and foreign privuce capital and experienced
management ; seeking to stimulate conditions conducive
to private capital investment and more private
participation in Ehe gtow;hiof less developed
countries; and undertaking financing i(n ?t;vate //

—

risk :entureo where other private financing is not
avatiahle. | T
The IFC benefits private 1nternntto;nl bus iness
by seeking to develop private capital markets and
financial institutions, and otherwise aids by i .
§ offering risk capital, or undervriting security
- issues. Since it is directly aimed ,t the further- -

ance of private enterprise, it is of direct impor-

tance to private i{nterastional businessmen.
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4., General Agteement'on Tariffs and Trade (GATT)

A& ' This agreement is perhaps the most 1mportnn;‘of
the many agreements affecting international trade.

GATT is a multinational treaty among more-than 70
countries which are concerned witﬁ reducing tariffs and
other barriers to trade, and with eliminating discrimi-
nation among goods. “Although technically a contractual
agreement, GATT is unlike other agreements in that it
is administered by a permanent gecretariat under a
Ditector-cenéfal. Moreover, in 1964 there was estab-
lished within the secretariat the International Trade

L}

Centre (ITC), whose purposé is to assist less-developed

countries in expanding exports. ‘
In attempting to fulfill the basic principles of

the aéreement, the GATT organ&zattén provideo‘thg leéal

4 and institutional framework for multilateral tariff

reduction negotiations; ensures implémentation of
negotiated aettiements end compliance with legal com-
/)/ﬂ mitments under GATT; provides formal machinery for con-

sultation and, if needed, redress if damage to a country's
trade occurs because of another country's non-compliance
with GATT provisinnl;.fosterl commercial policies and
aids in developing mechanisms and techniques to increase
the export earnings of .developing coun;rieu; trains

" developing cquntfy officials iq commercial policy and

export promotion; and publishes world-wide trade

o information.
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l. State Governments

7 “‘
4

. While state governments desire to assist relidoﬁt
businessmen in increasing their international business,
most assistance programs 1re relatively ;cv. Since these
programs vary among individual states and oeem’to be
'everchanging as state governments seek to deftﬁo
precisely the role they should be playing, it is mean-
ingless to list the various oorviéeo provided. There
is no uaniformity among the various otatu.‘ do. ail
states provide assistance. In the aggttgaéi. the
assistance available from state governments is in many
respects nimilaf to.thlt provided by the. federal govern-

ment. L
~-—

2. Local or Municipal Goveruments

The international business promotional activities of
city govermments ;enerall& are minor. Direct foreign
investment by foreign cénptnieo has received some
attention at the ‘local level. The objective here is
local sconomic development. For a United States firm
to establish a representative, an office, or a plant in
a foreign country, locéﬁ government officials can be of

considerable help in making decisions, working with the

-uational government in arranging details and concessions,
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and generally facilitating the operation. For example,

the city of Dusseldorf, Germeny, has an office of
Economic Promotion, which has helped attract hundreds
of subsidiaries of non-German lndueqrtgl and trading
compiutes by providing assistance similar to that:
ménttoned above. 'Othet services provided by city .
governments are limited, although some cttte|.~for
example, Berltn; Germany, h,ve agencies that are very

active in such things as advertising, trade fairs,

establishing trade contracts, and providing inter-

. naticnal marketing consulting and information services.

Port Authorities

For cities that are points of entry or exit, the
most active international business promotional sctivity
and llliltlnc; is usually carried out by port authocities.
Such authorities have been quite active in trying to
deveiop grente} import and export traffic through their
ports. They are most helpful and encouraging to inter-
national businessmen wanting to use port facilities.
Some port authorities employ representatives wvho may
go abroad, or visit exp;rteiu and importers in the
United States, in order to develop business forzthe
port. These "trade'developers” call on anyone who might
have something to do with touttng'of shipments, such as
manufacturers, merchants, export houses, and shipping

p
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lines. They set up studies for potential ;ort customers
. that provide useful information on marketing, handling,
packaging and routing. While this trade deyelopment-
Qork is heavily oriented towards the distribution pﬁase,

information on all aspects of international business is

often made available.

D. Nongovernmental Assistance

u:)unny types of private organizations promote favorable -

gen€ral circumstances and conditions under which inter-

national distribution may be effectively carried on. The

gfnnemtnation of information on government policies relating

to international marketing (e.g., information on tariffs

or trademark regulations) is of particular interest. Some |

of these organizations perform personal services, for their

manbers or clients. |

i Pinally, there is a group of orginlzatlona that give
—

.
direct service to individual companies who may or may not be

clients or customers. Included in this latter group are

business firms dealing in services (e.g.: banks and carriers
Their major function is to facilitate international trans-

actions and to offer certain services without obligation.

“1l. Chambers of Commerce

Various chambers of commerce attempt to promote a

climate-conducive to the effective conduct of {nter-

?
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national business activities. There are basically®
Q§§§ three kinds of chambers of interest to international
© traders: tﬁe Iptetnationnl Chamber of Commerce, chambers
of commerce that are strictly nationsl or local in a
character, and chambers made up of business firma of

two countries--the sc called "joint venture'" chambers

between firms doing business in both countries.

»

a. International Chamber of Commerce ;Iccl

The Intetna;ion&l Chamber of Commerce 1|.made
up of more than 40 National Committees. Members of
each National Committee sre drawn from the business
communit¥and the nation's trade associations.

" These committees study matters related to inter- hatl
national marketing, distribution and commercial
policy:—and brelent their coﬁntry'l‘viewpoint at
meetings of the International Chamber. Policies
adopted by the ICC, then, represent its/efforts to
influence national government poliéien, supranational
agencies such as the United Nations or the Inter-
national Monetary Fund, and world opinion on matters
important to the development of in‘ernationsl trade.
The ICC is also interested.in encouraging
businessmen to carry put, on a voluntary baoiu,

practices and staundards developed by businessmen

themselves, which facilitate international business

b
-

Q . -
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. operations. For example, the ICC has developed a
code of trade terms (INCOTERMS) that define the
responsibilities of buyers and sellers in inter-

o national transactions.

b. Local chambers of commerce

. | Turoughout the world there are nany‘local

chambers of commerce, many of which are Sqite

acéiva in promoting and n--t-;ing in 1ntern¢tiopnl
business activities in their communities. They
provide various types of services and 1n£or§ntion

to members engaged in international trade. Some

" have 1n£ernational business departments which are
well organiz;d and staffed to serve the communicy.
Some are active in encouraging direct private
favestment in the community by foreign compunies.
Thg services typically available fra; local chambers
include providing bulletinl or_newnlettera on inter-
national trade subjects to 109.1 businessoen;
sponsoring ne&@gfrn and conferences on international
business nub;ectn; ﬁaintaining files on trade leads;
ctrculntingiinquirieq from abroad; and direc;

assistance in technical problems,
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»Qﬁt‘ American Chambers of Commerce Abroad

Tae American Chambers of Commerce Abroad are
voluntary associations Qf.bueiness firms and
individuals fromloqe country, doing businesd in
another country, along with firms and individuals
from che other country. The{broad purposes of such
organizations are to develop tride, investment and
amicable relations Bytween the two countries, the 2
promotion and protection of each country's interests
in the other couatry, the collection and dissem-
_natien of 1nrernqtional Susiness-relnted information,
and various other specific services.

«

Trade Associstlions

SJome of the many trade or industry associations,
sush as the National Foreign Trade Council, Inc., the
Armerican Ilmporter- Association, Inc., Theeiational
Assactation of Manufacturers, and other regional and
iocai international trade associationé, are active in
promoting and providing services related to intetnationql
husiness. Trade also;iations usually are concerned with
such problems as foreign and domestic government regu-

latiuns concerting international trade, credit informa-

tion and collections, terms of sale, and th. handling of

trade disputes. They may also publish helpful international
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trade statistics. Of pariicular help are the regular
'y

nowsletters of some of these trade associations, which

keep readers abreast of current developments in foreign

i
L3
trade matters. et 3

There are many private, profit-oriented bu{}neal
firms involved in providing assistance in, and facili--
tating, international trade. These may be transportation
carriers, advertising agencies, credit agencies, insur-
ance firms, freight forwarders, and uanking-inetitutibnl.
Some of the services are provided on a direct fee basis.
Others, because they teund t6 increase international .
trade generally and thus indirectly help the firms -
providing the service, are available at no charge.

| Among the services performed by some airline com-
panies are organizing trade Dilllonl. providing foreign
market information, aiding in technical business matters,
publishing helpful material, and participating in
foreign trade seminars and conferences. Steamship lines
may offer similar assistance. Banking firms not only
pfovide financial services in the area of intern;c}onal
trade, but often will also offer such assistance as
credit reports on foreign businesses and buyers, general

forein market information, aid in locating foreign

[
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representatives, and specific advice regarding a N

particular customer's own export or import business.
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I11. UNITED STATES REGULATORY BODIES AND REGULATIONS

A.

»

' .
Regulatory Bodies of the Federal Government

The regulatory bodies discussed here‘ure in essence
independent agencies created by Acts of Congress and admini-
ogered by civiliaq officials appéinted for specific periods
of time. Although these agencies are regulatory in nature,
their deci;iono are subject to various oafegqardo--e.g.,
requirements for public hearings on major decisions and
appeal of decisions F° the Federal court system.

"The scope 3?.authority of th;oe agencies is generally
interstate, but may apply to intrastate cowmerce as well if
intrastate traffic, ;rannportation. or trade.ruéga interfere
with interstate commerce or safety. United States regulatory
agencies have counterpart state regulatory bodies concerned
vith {ntrastate appli;ation of transportation, trade, and
safety rules peculiar to their particular states” In con-
flicts between fed;ral and state agencieg, federal regu-
lation will normally govern.

?he'federnl agencies are charged with maintaining viable
competitive United States transportation amd cowmerce lY't;!I.
This is done by promoting healthy price competition and by
preventing destructive competitive practices, monopolies, end
unjustifiable price and oervice-dilcriuination. Regulatory
powers of these agencies are extensive, e.g., their creiting
statutes override application of anti-trust act; vhen this {8

found to be in the public interest.
' 3-41 .



1. Interstate Commerce Commission (ICC)

\E

R
$$$§‘ The 1CC regulates surface transportation carriers,

Q;‘&'\Q@* i.e., railroads, motor carriers, domestic waterway opera-
tors, freight fo;warders and oil pipelines in interstate
aud foreign commerce, by determining eiigibiltty for .
operating authority and énforcing rate and service regu-
lations appropriate to sound, competitive transportation
{n interstate and foreign commerce of the United States.
Exaﬁples of ways in which 1CC juritdiction affects

{nternational trade are levels of transafrtntion rates
for ax;:rt-import commedities (e.é.. rail rates to and

LT om éorca are normally lower on export/import shipments,
as compared with domestic rates), :lfferentials in sur-
‘ace transpnrtation rates based on variances in rates
anpllcable.to the differént y.S. ports, and levels of
ratss opn doweatic surface “"1ink-up' and interchange
transp{rcation (i.e., considering total dom&gttc-exportlr
twooret shipping charges).

L

2. (Civii Aeronsutics Board gCAB)

The CAB is patterned after the 1CC, but possesses
;uﬁ; Jvaprehengive responsibilities. CAB activities are
can:iard te air cransportation and include approval of
sperating authority, routes, rates, and services of
domestic and international U.S. &ir carrier operations,

PR R B . comncn carrier operations of foreign air

o . ' y=tad
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carriers to and from the United éta:eu. The CAB is also
charséd with the promotion and development of civil
aviation in the United States.
"CAB's impact on international trade extends into
such areas as licensing of international air routes
'/ﬂ ' . operatad by United ,tates and foreign air carriers (qub-
Ject, hovever, to presidential approval), authorizing
: operation of -foreign civil aircraft in the United States,
. participating in negotiations of air transport agreements
with foreign governments, and overseeing domestic air |

link-up and interchange with international air carviers.

3. Pederal Maritime Commicsion {(FMC)

The FMC {s charg;d with vegulating the Tate# and
' services cof ocean carriexs and monitoring commercial

maritime practices. The Commission's responsibilities
affecting international trade, which are designed to
- . prevent‘uhfair n?d discrininatory practices, include
///) review gnd approva. of "conference agreeneﬁtn" amcng
“shipping companies, approval of dual rateatand other

contract rates, and regylation of shipping rates between

the continental United States and its territories and

possessions.

4. Federal Trade Commission (FIC) . N

The FTC was established {n the early 1900's to countrol
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&he gtouth of monopoly &nd preserve competition. FTC's

Q
erduties geuerally encompass prevention of unfair methods
S
N

of competition and vicious competitive practices, improper
Q? marketing practices,'hnd anri-trust violationms.

\
by

\

The impact of the FTC on international trade extends
to ad?zﬂistr&tion of the Webb-Pomerene Act, vwhich permita
associations to engage in export trade without incurring
penalties of anti-trust laws; control of marketina prac- ‘

X tices oi foreign firms in import opefntionl; ¢ancellation
of faulty trade marks; and supervision of regie‘ration and
oreration of associatlons of American exporters ehgaged

30100, in export trade.

S. Frders! Aviation Administration (FAA)

L

The FAA {5 responsible for the regulation of air space
au2 .ue eXerclae of federal govermment control over the
phvsical factifties cf civil aviation. FAA manages the
aati nal atr space, prescribes and wonitors safety rules
erotitraty 4 ¢ operating personnel, and investigates air

i arcidents. Altuough in essence operating as & quasi-
i?dcvebdent federal body, the FAA is an agency within the
Lepatiment of Transportation.
P SAA .3 :=wvolved 1n international trade ihtough pre-
auriptios of safety standards for internztional air car-
z@e:a :”‘c!?;rt and‘imPoft_traffic; promulgation of other

2
- Yes 3¢ ~veration with derivative economic {mpact on

Loty
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domestic and international freight rates; promotion of

civil aviation abroad by assignment of technical groups,
) training of foreign nationals, and the exchange of

information with fqreign governments; and promotion of a

national system of airports.

B. Transportation Regulstion

4

Generally speaking, there are threc distinct types of

regulation: oconomic regulation, regulation to protect public

property or investmert, and safety regulation. Most people,

when they speak of regulation, probably have some form of

. -

P

government price setting in mind. Regulatioﬁ. however, means

~much more than that.
A

l. Economic Regulation

The most common forms of economic regulation are rate
regulaticn, regulation of entry and exit into or out of a
given industry, and regulation of service and business

practices.

i. Rate regulation

»

This type cf regulation gives some government
body the right to fix maximum rates or minimum rates
- s . )
\ or both, m:aning that such a body or agency has the

power to set the exakt rate.




AB & general rule the regulation,of maximum rates
. >~ is 1mposed for the purpose of protecting the publiec
¢¥§ from exploftation by a business firm which {s either

& Opérating as a monopoly or {s operating in a situation
- o
. in which economic forces will not permit & "natural’
price.ceiling to be established. 1t should be recog-
nized, however, that when in the opinion of the firm
_ 7aximum rateﬁ are set too low, economic incentive will
be etifled'and can result in firma withdrawing from
the {ndustry, new firms not entering the industry and
thereby limiting supply, or a deterioration in the
poe b ot exdning service.
Moy.oLo rare reghlétion isa usually used to pro-
Tell ine puél;a trom price discrimination or gb create
S 3cme gtabliity fn an industry by preventing so-called
f peliilon oz to iimit the intensity of price
-~ writiaa,  whena minimum rates are velatively high,
: -~
“wetwpd s an umbrella” jyr inefficient or high
3 ~i:é ¢ operatomg. In such ‘cases, users or con-
Nvom s ] A $RIVICE sut;er by having to.pay prices
o ‘ .
<h.zh are higher than market forces would dictate.
. ST mav.., sor exampie,\prevent firms in one region

L .
“mmuer{rive with firms from another region
! ) -

v
%

3 In A given TARTERL

oo e and val.d teguiation

P e

e 2t reguiarion 18 usuelly, {f not always,
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implemented by the use of a certificate or public
[ J

convenience and ‘necessity or a aimilag type of

~enabling authority. Such authority is made a §re-

requisite to the operation, abandonment, or extension
of the-aervice of a given oPeratof. I1f entry rquire-
ments are relativeiy stringegt this can lead to an
undersupply of sefvicé. On the other hand, if entfy'
rules are lax this can lead to a high turnover of
firms with concopitant poor quality ef service to
users. |

When exit regulations aZe 1mpoaedf operators must
have permission to quit portions or all of their,bqsi-
ness. In some cases where og‘?ﬁtors are not allowed
to abandon an unprofitable é;rtion of their operation,
users of the unprofitable portion are Enjoying service
subsidized oy u;érs or profitable portions of\the

system.

Regulation of service and buitnell_practices

s

- Service regulatfon involves those portions of laws
and their interpvetations and enforcement which are
¢

aimed at separating common, contract, and private
carrier operations. This is particularly true in the
motor carrier industyy. In addition, service regu-

lation also involves rules and laws governing -routes

over which carriers may operate, achedples which must
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be maintained, commodities which may be carried, and
similar matters.‘ﬂfhié type of regulation may to some
extent obliggte carriers to operate over uneconomic
routes or maintain schedules which they do not desire.
Limitations put on the number and types of—commoditiel

-

which {'carriei is allowed to haul can result in some |
duplication ofloperationa by .carriers because a car-
rier 18 not allowed to haul a given commodity-even
though he has some unusecd capacity.

Regulation of business practices means that a

regulatory agency is to some extent supervising such

~matters 48 carrier ownership and cha+ges therein,

cperating anc tinancial relationships between carriers

accounting practices, and record and report-keeping

ractivities of cairiers. In this type of regulation

ranagertal prerogative is circumscribed, and 1if the
Tvies and regriaticns are too stringent 1t may lead
0z disincitnation on the part of businessmen to .

i+ rnto or remain {n an industry.

4

:gnoetion to Featect Public Property (

PR Ry

ihis tvpe of regulation usually has its greatest

im0 s rne potor carvrier industry., Every state has

regutatl .vns which deal with limitations on size, weight,

speed . ant souipment of motor vehiclea. With & few

4

specia! oxempticna, these regulations generally apply to
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“ both private and ccoomercial vehicles whether operating in

intrastate or interstate commerce. ‘- These laws have been

created for the following purposes:1

"l. Protection of existing highways and
bridges from destructive loads or
loads considered to be destryctive,
and also protection of bridges from
injury by vehicles of excessive
dimensions.

2. Conservation of the resources of a
state by enabling the provision of
roads and bridges of standards con-
sistent with the needs of the state
and with its economic ability tc
bear attendant ‘costs. '

3. Promotion of safety and abatement
of nuisances in road use.

4, The advancement of a state's in-
terest in other ways, as through
the cantrol of competition between
different forms of transportation."

RegulatBon of this type may hiave an economic impact on
carriers. Por'example, approximately 50 percent of the
revenue dollar of motor carriers is accounted for by
wages and fuel, and since these two cost categories do
not increase appreciably with increases in the size of
vehicles, larger vehicles tend to be more efficient.

Consequently, size limitations tend to be detrimental to

-~ the individual carrier.

Lwillian J. Hudson and James A. Constantin, Motor Transportation, New
York: The Ronald Press Cowmpany, 1958, pp. 621-622.
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3. Safety Regulation

e

&, This regulation is carried out both at state and
& . ‘
§§? federal levels and pertains to such matters as speed limits,
X ' -
2. qualifications of employees, inspection and maintenance

-

N)
(\) .
- practices, and the handling of explosives and other danger-

’ ous materials. Such regulations exist for all modes of
transpBrtation, and do have an economic impact on carriers.
For e*awple, in the dispute betwee~ railroad mansagement

and labor concerning the elimination of-firemcn on diese}
locomotives and so-called '"full crewl;‘ much of the llSor
argumerit ageinsi such elimination has been based on l;fety
requirements. Management, on the other hand, has argued
that safety 1ia no longg; an issue because of the high
gtandards of modernbequipment, and has pointed out that

. rather substantial savinga could be effected through the

1 ¢ . 1" 131
elizinaticn of the fireman and "full crews.

C. Federel internationai Trade Regulation

P

Yapart Rggulatione and Control ]

Ine folluwing discussion covers the important features
wi U.3._ . #port centrol regulations, particularly as they

apply to carriers and traders. It is intended to p%ovide
\ ) b

‘ N
esgent‘al background information lesding to a better under-
standtré i the responsibilities of those involved ia” export
rrade. fhe taformation provided is, however, only an out-

Q .Line nf a very detailed and complicated set of regulations.

- 3-50
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Also, thece regulations are subject to continual change,
wodification, and revision. With this in wind, any fofeign

S trader or carvier should eitrer fally iniorm himself with
regad to.l particular tranaactiyn, or rely on the services
of an #xpexienced apecialist. The fuli teé‘.of surveat
expori iegulatiors can be Jbtained by writing to the Bureau

of International CowmerCé. U.S. Department of Commerce,

Washingtca, D.C., 20210.

8. Purposes of export control

The pricsry purposes of export con;tcll in peace-
 time are to make cortain that the axport of domestic
gocds doss not adversely aifect the country's national
security and welfare nor aid countries determined te
be unfrien&ly to the United States; to insure the use
of these controls as an instrument of United States
foreign polxt}; to protect.our do-.;tic econony from
excessive drain of scarce materials; and to reduce the
inflaticanary impact of abn;;mal foreign demand. To
further these¢ ends, the federal ao;ernbent has adogfed ,,//
.regulationo designed to prevent thclexpg;t of certain
goods, and to control the movemeant of other goods of
U.S. origin after they have been exported froq this
country. The object of the letter is to prevent
unauthorized re-exports, d;veraionl, or trinl-ahipmeuta

to countries to which our govermment would net authorize

shipaents directly.
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b. Export Control Act of 1949

- -

»
14

The primary légillat}ve foundation for U.S. export
T8 regulations is the Export Control Act of 1949, which
_authorizes the President to control exports of both
‘U.S. commodities and technical data to all fote;gn
déstiyations. Export control authority has been
delegated by the Preoldeqt to the Secretary of Commerce,
and 1{s idminiltered by the Office of Export Control of

/‘q
the Bureau of International Commerce.

&

3 - . &
%

° c. Export Adhinilttltion Act of 1969

More recent export legislation is the Export
Administration Act of 1969. It took effect on January
1. 1970, upon expiration of the Export Control Act of
1949, and will remain in effect until June 30, 1971.
The important point to note with regard to this new
export legislation is that all outstanding delegations,
rules, regulations, order;, licenses or other fofn\of )
administrative action under the Export Control Act of
1949 remain in full force:and‘effect until amended or
revoked, i.e., the same as if promulgated under the
new Act. Thus, most of the basic provisions of the
Export Control Act of 1949 are continued under the
1969 Act.

The Exporc Administration Act of 1969 does make

a few changes, however. First, it is more liberal with
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regard to export of goods or technolcgy which in the
pest cuvld not be shipprd o countilus whera they might
conciiued o Talltizry aes ecnuom;c” potential to the
' datr.ment of e nati aas securicy o the Upited States.
The 1969 Act daleres 'sconomie" fvom this ciiteria.
Iﬁa Act also allows eaports whicih nay conteibute to
. . wmilicary pctential it these gocde can be obtained
4 slaewhere, unless pational 9ccurl:ynintcraltu zlearly
dicrate othexvisa.
Another provision ot the Act direcis the Secretary
of Coammerce to review relgricced l{sts more regularly,

l .with the ob;ect of making propptiy any relaxstina
necessary or desirable in promoting trade. ﬁFinally.
the Act of 1969 nagoo new provisions for administration
of export control ragulations. ‘Traders are to be kept
fully and pramp%iy informed of all changes in regu-.
lations and commodity restrictions In addition, ™

record keeping and export documentation has been v

reduced for the tiadecr.

d. Expoct licensing

'3 . .
\ Export. iicensing controls apply to exports of
N?) v comodities and technical data frowm cthe United States;
tu-exports of ccmuodities ot U.5. origin from a foreign
y:

Jestination to suother foreizu_dcltinatlon; parts and

compcnente  of U.S. origla used in a foreign country
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. WO to manufacture a foreign end-product for re-export; and

(§g§§\ 4in some irstances the foreign-produced, direct product:
df5QJ ' of technical data of d.s. origin. While no ipectal
authorization is required by the Department of Commerce
to engage in export-import trade, exports may wot te
. g _ made unless suthorized by either a general or a -

velidated license.
’ A general licejmse is an suthorization permitting
export of certain commodities and technical data with-
wut the necessity of applying for a license document.
A validated license is a document authorizing the
export of connodifies within the special limitations
set forth in that document. It is issued cn the basie
of a formal ap lication m’dé to the Departwent of Com-

merce. No fee is charged to apply for or receive a

validated export license.

(1) Country groups

¢ For expory control purposes all destinations,
except Canada, are divided into the following
country gro-ps:
Group S: Southern Rhodesia

Group T: ALl Western Hemisphere countries except
Cuba

Group W: Poland, including Danzig and Romania

Group X: Hong Kong and Macao
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Group- ¥Y: Albaaia, Bulgaria, Czechoslovakies, Rast
Germany (Soviet zone of Getmany and

+ EZast Rerlin), Estonis, Buvagary, Latvia,

Lithuania, Outer Mongolia, and the USSR.

Greoup Z: Cowmunist China, Horth Korea, Comsunist-
: controlled srea of Viet Nam and Cuba -

Group V: All other cauntrtau,'imcopt Canada
Canada is not included in any country group since

exports to thet country are normally pot controlled.

Licensing policies for specific area

L 4

Most connodJ;tcl can move to desztinations in
the free vworld under general license types designed
G-DEST or"GLV. Tho'gcuaral license type G-DEST may
8lso be used for most non-critical goods destined
to lult;rn Eurogoan countries. The policies re-
lating to the licensing of'oxporta differ froi one
country group to the next, and, thetpforc. the

exporter should .uécrtatn the sxact policy before

sttempting to wxport.

Commodity controls

The Csé=aétty Control List (CCL) im Part
399.1 of the U.S. Department of Commerce Export

>

»
Control Regulations is the key to determining
wvhather a specific ohlp-oét may be exported under
a general licensé is needed. The CCL lists all

of the commodities licensed by the Department of
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Coxxserce and shows the destinations for which each
commodity requires any special document. Also
c§§\m shown is whether any special requirement nmust be’
" met in connection with the submission of the
license application.
Once it has been determined that a validated
_ license is required for a specific export, an
application for'a license should be submitted to
the Office.6f Export Control of the U.S. Depart-
ment of Commerce. An application conpi:;c'of a
completed Application for Export License (Form
FC-419) and an Application Processing Card (Form
FC-420). ‘Theoe forms are available free of charge
from either the Department of Commerce in Wash-
ington or any of its field offices.
There are certain commodities and destinations =
-'uhich require that supporting documentation be
submitted ui;h the application, i.e., the japort

certificate or the consignee/purchaser transaction

///Pﬁ—/? statement. . i

(4) Special license procedures

¢« 1n addition to handling individual export
licenses, the Office of .Export Control has devel-
oped simplified procedures under which one appli-

cation can cover a numbe: of transactions.
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(5) Other sioplified procedures

BeSD Lot AVRLABLE

A number of other procedures have bocy devel- .
oped to facilitate exports without detriment to
objectives of the Exporf Control Progra..’ The
Foreign-Based Warehouse procedure is typical of
such procodnrel; It permits a qualified exporter
in the United States to obtain licenses to export
commodities to be stocked abroad for sale in the
country where the stock is to be located or in
other approved countries. Such stock must be
loéated'nbroad and its distribution must be under
the full aa& active control of a distributor who'

has been approved by the Office of Export Control.

(b) Dlestina. n coantrol

To help insure that United States exports will
go only to authorized destinations and will not ba
shipped {llegally to other destinations, a '"desti-
nagion control statement' is required on shipping

- documents. Under this requirement most commercial
shipments leaving thz United States must show one
of three -za:éﬁento, as appropriate, on the_export
declaration, bill =2¢ lading or air-way bill, and
commercial invoice. This statement notifies the
carrier and foreign parties (ultimate and inter-

mediate consignees and purchaser) that the material

3
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has beenxlicenleé for export only to certain
deltinctibnl and may not be diverted contrary to
United States law. The exceptions to the use of
this statement are shipments intended for con-
e sumption in c:ﬁida and shipmente b;gns wade uader

A certain general licenses.

(7) Parts and components

The use of U.S. origin parts, components,

—~ and nater;aln in the manufacturé abroad of com-
modities that will be exported from the country ‘
of manufacture to any other:country is governed
by Export Control Regulations. Such ule.requiren

. . X . prior authorization of the Office of Export Con-

trol.

2. Ilmport Regulations and Control

All goods entering the United States from abroad are
sublect to the customs laws of the United States. After
goods have passed thtéugh proper customs procedure, they
are released for further use or distridbution. Customs
clearance is a complex procedure. It requires cor£ectnenl
of all documents and compliancc with all detailed instruc-
tions. In the following discussion ubue {mportant aspects
of the customs procedure are highlighted. .Hore detl@led

{nformation concerning the exact procedure may be obtained

Q from the U.S. Customs Bureau.
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a. Special customs invoice ‘ | BEST COPY AVAILABLE

Every commercial shipment of goods with & value
greater than $500, unless exempted under proviciéns of
section 8.15 of the Cuatoil‘aegulationn. must be accom-
panied or covered'by a special cunt&nl invoice. This
form (Customs Form 5515) must be obtained by the.foreign
seller from the nearest ﬁnited Stetes consulate in his
country. The completed form is forwarded to the

importer in the United States, who must file it with

the customs collector at the port of eatry, with other

- -

entry documeants, before the merchandise can be cl-ared
for entry into the United §tates. ‘ Depending on the.
type of.tranaactiena, special customs invoices are -
clas.ified according to whethgr the commodities are
"purchased goodl“.(i.e.. those acquired by purchase or
agtéem;nt to purchase) or '"not purchased goods" (i.e.,
those acquired by some wedng other than purchase).

For purposes of tq;iff assgssment, go;dl are counsidered
to have been put;raceq if they were shipped as a result
of a definite sale or agreement to sell, if the sale or
agreement to sell was concluded ut.or before the time ,
the goodl.were exported from the foreign country, and |
if the price paid by the purébuler was fixed. Coods
acquired otherwise should be invoiced as 'not purchased"

goods and may not be included om the invoice with

purchased goods.
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GCeneral order

~

General order time is defirud as the ttmc\ullawed
the importer to file an entry with the U.S. Customs.
This is five days after the arrival 02“2 vessel in port
or of the goods at a border point. Technically, a
vessel does not enter port until its master files his
papers at the customhouse. General order time is
calculated as fi;e business days, starting with the
day after the vessel has arrived at the port, Satur~
days, Sundays, and holidays excluded. A formal exten-~
sion may be granted by the collecigr at the p;tt if
necessary. 1f the entry is not made within the allotted
time, the import goods are taken by the Collector of
Customs and stored in 8 warehouse normally called a
"general order bonded warehouse."” Entry may tﬁen be
made by the 1mpor§et at any time within one year. The
expense ;f w&l ehousing is éhatgeuble to the importer.
1f -the goods are unclaimed at the end of a year, the&

are considered abandoned a&nd are made available for

sale at a public auction.

Documents required for entry

Dscuments required for proper entry of ispo:ted
N
goods are a bill of lading, & special customs invoice
(with certain exceptions), an entry form, and an .

aporopriate bond.
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The term "good’ bill of lading usually is

used to signify that the bill of lading has been °

k|

properly endorsed. [If the bill of lading is not

%

available, the importer may secure a carrier's

certiiicate from the steamship company by giving

@ letter of guarantee. The guarantee is usually
signed by the consignee and by an interested bank
that is obligzated, along with the importer, to
deliver to the carrier a good bill of “lading as
soon a6 it iz availabie. The carrie;'s cefti—
ticate ang reléase form (Customs Form 7529) is
nothing wore than a torm signed by a steamship
company and adaressed to the Colleccﬁr of Customs,

certitvying inat ithe 1mporter is the owner or con-

g1ENee a1 the art)l jos deacribed rtaerelin.

(<) Speliac rusNt o pyng e

The oriviral co v oy the invoice must be sub-
"mitted at the ¢ irme nt makiag formal entry. This
L )

docamenat crivtnates wich the exnorter who forwards;

r

Uttt bt sates imparter with the other

. documents covering the transaction.

-

Psy Enrro

——r e e e

There are several types of entry forms to be
\)‘ . ;—/’
ERJ(: 3-ti




(4)

-

filed with the Collector of Customs, depending
upon £hé\s4efﬁ§htances of the pertlicular tra;s~
aé‘!on and shipment. The most common type of
entry (s the so-called "consumption entry"

(Customs Form 7501).

Bond

. >

An approptia;e bond, usually a consumption .
entry bond, must be filed with each consumption
entry. These may te purchased by importers and
~av e c2lid for terms vp to cne year. This pro-

cAxe eltminates the nece§sitj of filing a

ate nend te cover eack indisidual entry.

[
-

whan 2 single entry bond is used, it must be for

2wt equrl to rae value - f the goods covered

-~

ceorve duty,

A Sl omnmiee

s et rhe aecessary documents tor entry have been
.., tie importer or his agent presents them at
i ~towse wh-re the declared duty is verified.

@t 4,0y {8 paid and a receipt i8 issued by

cn e + te collector's aofitre, a permit (Lus-

c-atr 33 {ssuyed ov the ecnilector, which is
) ,

Cat 1 e vamats e of the favei ¢ aad surmary sheet

7y 1o rthe ap tatser oy the collector

v
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requesting appraisement of certain goods.

When issued, the permit is delivered to tﬁe
importer or his agent and dispatched to the customs
inspector in charge ot khe point where the imported
goods are locéted. The collector, at the“time of issuing
the permit, gives instructions to the i;spector con-
cerning disposition of the goLAS. These instr-ctions \\\\5w~ -
indicate what portion of the shipment 18 to be sent to
an appraiser for ekaminatiOp. or what may be examined
at the pier or the importer's place of business, or
any other designated place. Whether the goéds are.to.
be weighed, sampled, or held for examination by govern-
ment agencles, is also indicated. Usually ten.percent
of the goqu. but not less ﬁhan one package or, case, is
examined by the appraiser. ‘The balance of thg shipment
may be taken immediately by tge fmporter, but the
appraiser'may, 4t any ttme before appraisal 18 com-
pleted,.demand redelivery of all or part of the ship-
ment within twenty days ffom the date of his report.

Goods yhich have been conditionally released
shodld be held.by tﬁe importer until he is -ertain
that all the gooas have begﬁ examined and appratised, —
and that t%e collector ié satisfied wgth th; és;tmated
duties. Thg’duty paid at- the time of filing the docu-

ments is:pnly a deposit, .at which time the customs

officer alves the importer the delivery permit.

t

*
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e. Determining dutiabie value and final adjuatéent of
L)

duties
N ’
WJO¥ :
q*>ﬁ“A Valuation is perhaps the most important element in

the customs procédure, and appears to be reqponslble
for most oﬁ[the'controveraies and misunderstandings
that arise.

The assessed 'value of goods dutiable at ad yalorem
rates determines the amount of duty to be -paid. The
value 18 determined by appraisers who inspect shipments

]
and confirm the accuracy of invoices, or who make -
neceasary corrections. The importer and the appraiser
are soth gowverned oy the provisions of the tariff law.
as t' Sasis f.or the assessment of duties on imported
gouds, Section 503 of the Tariff A;t defines dutlable
value as the final appraised value. It is clear that
the tmporter, who declares the entered value, and the
. .raiser, who determines the appraisal value, must
~~np=rate and be in agreement. ~Otherwise delay, expense.
a~! possible litigation may result.

To remain competitive, an importer must red&ce
to an absolute minimum all penalties, increased costs,
or delays. An 1mporter}§ self-interest dictates
rrar the dnvoice, togelher wltlb - .ditional papers,
dretiennt o, correspondence, orders, srice lists, quota-
t.ons, aald cther informatioﬁ necessary to substantiate

the vaiue declareu, including required declaration of |

+a ne  ne submittad to the appraiser in auvance of

}"llo



BEST COPY AVAILABLE
entry. 1f the appraiser has tnformation based oh'pre-
vious importations of similar ﬁerchAndiae. it may aid
% d ’ ’
the’importer to enter the value accordingly, unless a

diffe-ence of opinion exists. The importer may then

want to declare a different value as the basis for a

test case requiring judicial determination. This is

&

called an "appeal entry.". Prior to final appraisal,.

1f the Jefporter receives information indivating. that
a value should be used, he will usually be allaved to

amend the enteredlvalue so that it will agree with the

.

appraised value. :

Basis of vailue . -

The Cus;é&s S{mplifiﬁﬂtion Ac. af 1656 made
importa it changes 1n thc Easea of assesswent of value
of imported merch2ndiss, The bases of value are thé
export value: or 1t the export value cannot be deter-

L ]

wined satistfscto-ilv, then the United States value; or

if nefther the ec4port vaiue nor the United States vaiue

can be determined satisfactorily, then the constructed

value f~r an impotted article sublect to a rate of duty

based on the American sales price of a domestic article;

or the outright Amer:can selling price of such a

domestic article.

L

Imp~rt quocas

An import quota {8 a quantity control on imported
1-h5



merchandise for a certain period of time. Import quotas
& may be divided into two types, absolute and tariff rate.

AbLolute quotas limit the quantity of goods thet
may enter the commerce of the United States in a specific
timé period, wheq'the quota is reached, further entries
are prohibited for_the remainder of the period.

.In coﬁtrast. tariff rate quotas permit a-specific
time period. When the quota is rehched,'further entries
are prohitited for the remainder of the pertod.:

In centrast, tariff rate cuotas permit a specific
quantity of an imported product.to be entered at a
reduced rate of duty during the quota period. There
is.no limitation on the amount of the qvota product
that may be imported at any time, but quantitléQ

entered during the quota period in excess of the quota

for that period are subfect to higher duty rates.

Foreign Government Regulations

Mos: cecuntries use éontrola similar to thoée of the United
States f{cr selecred i{mports. These control devices take such
for sg &8 quotas, import licenses, to}eign exchange restrictions;
quarantine and other regulations. and restrictions applied to
certain —rumoditiesa, such as food products, drugs and phar-

maceuticais, and explosives and inflammables. Import dutdd‘/

may oe levi:d for revenue purposes or to protect local industry,

in eese « v ties, government manufacturing wonopolies for

I3 7NN

RN SN
113 .

- "'~'!\;;". B

P Tl
-

gty

AL 2 1% 7Y
L

.-

SN e

N I

8



. BEST COPY AVAILABLE

certain products (such as *o.scco or matches) may virtually

bar products from the United oo o

Specific regulations also govern the marking and labeling
on packages and contailners in manv countries. The United

States exporter may have to ehange labels In deference to

.

local customs, while a translated version of the English text

-
~

may suffice in some coun:ries. In other countries, the label

may not have to be trans'ated from English at all.

-

Certain countries have requirements concerning containers.

i For exar;ie, tno in. -« 3rates exporter may be required to
seil certa.n rtems r tubes rather than in cans, or by the
itre and Kilogrann instead nf by the gallon or pound.
Pflovew oroth a4 sse, e exportec needs information
regard;n@ .:vensing ana exchange controls of foreign countries,
) ‘ TENSTE 2l e e R“F‘*G'J“’.aﬁd trajemark requirements.
] It 13 :ieay, thes, (At vetore vxpnrc}ngutJ any foreign
. ctrv o it § States crnorter must seek spocifié information
cort o TRC VAT LOnS resula Lons that will affect the'irane-
R Seoai oviacoaln, nicrmat . o reqa ding import dutiee..
salovon Larernal taxes, ez import rest%ictinns apolicable to
an erocotic preoduct geing into a specific foreign country,
ma e ootained Trom the Cenartrent of Cvmmc;ce or one of its
CoTHIINes . fther so.0o08 o tulonoation are (verseas
Brs.esis copores . The Banerter '8 rnciglugéc , Comnerce Today,
4o Intorhael ional pormere Forvien government embassies,
morger. o0 aad wrdictais ty cthe Tndred Trates may also make
N
Peade inropemairicn avaivracle.
ERIC - '
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IV. FINANCING
&

¢

3 .
§§P Financing problems unique to international trade are often
o .

Ay

ﬁf\ due to differing buslness environments. Differences in financial

A
C instirutions, gover.ment regulations, and currencies and their

_
exchange'valuea, give rise to these problems. Moreover, currency
values and ewchange rates often flucturate unpyedictahly. 5 lack
o# understanding of :he institutions and insttumbnés uzed in the
financing of exportsa and imports can be a serious barrier to

profitable operations. The following discussion, therefore, is

focused on gome financial aspects of /international trade.

A. Pfrivate Financiig Institutions

Commercial banks and private finance and credit companies

are two major groups prsyéding firancial services in inter-

\
national trade. \

Compercial Banks

~

Jowestic end foreign commercial banks are of major
Lguortance {n financing export and import transactions.
Many United States cnmme;cial banks do business with the
H\ principal commer: ial banks abrocad. P acting as their
zoiresoondent in the United States, by extending credit
and ther accommodations, and by personal contacts, United
4 Y

“tates baoxs heve established international relationships

end vnowiedge relating to financial matters connected with




Whether exporters and’ tmpo:ters aeek outside furds or rely i

s ooy AVA\LABLE T

foreign trade which are extreme‘y helpful to businensmen.
¢

on their own reaources to finance transactions across

4

nacional boundties. the ?ommetcial baifing system can .
eupply services that make such £1nanc1;g possible through e
a system comprised of branches and sﬁbsidtaries.

For the exporter who wishe. to extend his own credit
to.buyers abroad, commercial banks<;re able to provide
credit information so the seller can choose terms suit-
able té tne risk in dealing with each customer; For

regular customers, most large banks also provide at cost

or free of charge foreign market research aud information

-on exchange ratcs and tariffs, import and export regula-

tions, licensing proceduges, and political ané gconomic
conditions. Banks &lso put the internatiéﬁal businessman
in contact with foreign lawyers, distributors, agents,
and brokers who can piovide key se ces. Upon a cus-
tomer's request..a bank will cften "¥Btain naﬁes of
dependable suppliers bf raw materials. As advisors and .

financiers in international commerce, commercial banks

perform several routine operations essential to their AN

rsle. such as foreign exchange trading, collecting foreign
biils, discountiqg and loaning against bills payable abroad,
and opening letters of credit. These services entail
explicif charges. ~ '-: ‘ ' : >
,Commercial banks are a major source of short:term "

[ ]

financing of international trade. By making loans and .
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-<3ﬁiscount1ng bille of exchange and time drafts, banks

progide funds to exporters and importers. Fun<s m.y‘fllo
be provided through ag?egganée finaA;;;;;—thch'ia.a time
draft or bill of exchange drawn on & bank (usually by & _
trader).‘cqlling for payment at a specified future time
and besring a zertification of "acéepk;nce" by a bank.

Acceptances may readily be sold in the money market,

although the accéptance market itself is somewhat narrow.

t

Nonbanking Companies

a., Factors
e —r———

.

Private finance and credit comp;niea, such as
fac;o:si will often undertake risks ;eyond those
usually covered by ;ounnrttal banks and beyond the
scosle of the ling of credit the exporter nay have at

. is bank. If factors are satisfied as to the responsi-
‘::Zity of the foreign guyers (unlike commercial baqks
which are primarily interested in the seller's respon-
sibility), they will purchase without recourse thae
.receivubles covering goodg shipped, and in this manner
provide funds needed by the exporter. The f;ctor thé
collects from the buyer directly. Factorl&g allows an
exporter to sell on onen account, and enablés him to
extend extremely Eympeti;;ve'{incnclal terms to cﬁﬁ-

tomers; however, the cost to the exporter ij greater

‘tran usual types of bank finaacfing.

-
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Export merchants

BEST COPY AVAILABLE

3

Another means of financing exports 18 to work

-through gxporf merchants or confirming houses. W.aen-

-

ever credit information on“forelgn buyers is inadéqulte
or banks are ynable to provide credit facilities, manu-
facturers may-repott to these institutions. Trans-
actions befueen domestic manufacturers ;nd.expott

merchants, however, have only a remote comnection

.

with export financing. These transactions may be more

-~ . ‘ [ - '
y properly classified as domestic saies, gince the domestie
. 1 \
- . omanuigclurer sl ow pocds o the expasrt rerchent +ho, fn
=0 o . ’ : .
—— i - rurn, sel:is the goods  abroad. Only a small price
' . . - . . , .
ad ;ustment and sv-..al pacring nay distinguish the
. . N i:.
export merchant's order. The main advantage of an
eapert merchant s .o a. he has experience seliing abroad
. and van, in effece, br the “export- cepartment' of a
- domestic manutacturer. _ ' .
‘ B. Maihods of Payment
Y . -
= . *  The particular methond of payment used- by an exporter
NI zoveris the nature and ex.ént to which he extends credit to a
. fregn Sonver . Payment me:iodg ndusate tae terms of sale,

wh1ch are Jutermined te a grvat eptent by the degree of con-

the Geller winhes 2 retain sver the merchandise and the

i
timit he Zegireg *n pnlace apon the extensien o] credit,

Several other factors influence the terms of sale. These

*

-,



include the Eype of merchandise, amcunt of money involved,

.

T T market customs, country of destination, exchange restrictions,
TSN - _ -
; . \ - . N R

i .f? buyer's credit staading, selier's financial condition, and
terms granted by foreign and domestic competition..

Export sales are usually paid for b& documentary draft,

(bill of exchange), letter of credi-, open account, or con-
. '.- - .. i .
.- signment. Crher less used methods are also available.

T ™ 1. Decumentary Drafts '
- ) s.cording to the lNegotiable Instruments Act a draft,
al%: kaowa as a bill of exchange is an
B v " ..uncondit fonal order in writing addressed
ny wne person to anothef, signed by the person
giving it, requiring the person to whom it is
addressed to pay on demand or at ‘a fixed or deter:
mined future time & certain sum in money to order -
\ “r to Lesrer.'
Un e negotiable a Will must conform to these
) reg.t:. 0 LB, Thfbugh the use of drafts, an exporter may
) employ ©.:s Lank as the collection agent on accounts the
wip-rrer nimself finances. The bank forwards the exporter's
- Vlf 1o tov {olesgn buyer directly or through & branch or
o ' cargespondent bank and then converts or remits the proceeds
w0 a2t tho ¢ailection to the expocter. . .
= \ Ta. Tys of drafts
S Sight P
7o . : In the case of the sight draft, which is .

572 . ' \(
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: . payable.upcn presenstic? Lo the huyer, remiglion _
- . F o - of the face vaiwe is ncle xkthiﬁ ;hé or tu; weeks. :
s The sight draft is characrerizgé b&-D/P% or docu=-_ ' .{
mertd agaligtﬂpéyment, since the shippiqg‘documentsl ; "
and title to the merchandise are not released to * S
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agent. Tae codt of financing in this cage is '

. . - N .. .
.o » . :
equal to the tota! of bank fees and cable and ° B
< . - ¢ . } .‘ - .
postal charges irposed by the governments of the .
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remaining, forms are Beut.directly‘tu the buyef._

In most cases, however, the exportér‘will prefer

tdf;hip all forms at on#e and keep title within

exclusive contrbl of hiﬁlagent bank uatil payment

»
L

-fg”recetved or the draft .is "accepted."

A S

- 4

Another type is the time draft which stipu-
lates payment .to be made within a certain number

0! days atter the date of acceptance by the buyer,
ssually 30 eo 180 days, or which specifies a due
Zate for pzyment based on the dste of issuance.

?he’{at;ér i{s known .as a date draft.’

I3
:

¢ When the exporter draws his draft on the

cioredign buyver, he will complete & lengthy set of

‘nstructions to the bank covering the tenor of a
tive drafer, and specifying the time or date when

pavement must be made. The currency for paymeat
P ] - -
s .80 prescribed, which determines whé will

.

_ *have the burden of insuring against risk of

exchange rate fluctuations. * .

.
-

-
-

‘The afvantagzes of the draft, or bill of exchange,

metnod o! fisanciag to both buyer and seller are

.

nume s’ .4 “na amller {8 protected hecause title to,

‘:. '.‘L
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.unless payment, or arvangement for it, has been made. .
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and therefore ownership of goods, is not trapsferred

[ ) . 4 -

-

Drafts, once accepted, are subject to international

law, and the seller has the right to protest in 8itu-

’ K . =

‘ations of non-payment. The seller may obtzsin financing ) -

-

and iwmédiat; payment by d;scdunting the draft to off- .
set hiérfinancial outlays. The buyer is bénefited by .. =
hav{ng to make no cash outlays in adGﬁnce. and may, ‘ | o
as in trust feceipt f{nancing, secure'funds'tolmake

{mmediate payment eapler or more feasiplé. In,:he

case of time drafts, the buyer may not need large cash

sources if he is a&le to s~cure, a subsequent buyer

before he has to maﬁe payment. Tr;neactichs are

handled thrbugh'banks: which benefit both seller and.

buyer in that the transaction will be handled in an

crderly manner and transfer of ownership will &e made

in accordante with predetermined means and insure con-

cition c¢f ‘the goods, safeguarding both parties.

Jisadvantages

There are two main disadvantages to the draft
method of financing. First, it does not protect the

seller against political or economic risks or the

.inability of the bu%;r to pay, or against digputes on

- terms of sale and transfer of ownership, which can be

time annsuming and costly.
NS :

4



e

2.»l

. - :
. 'Second, trannactlonl may be complex and time con-

\1\\\> 9,\‘ ' . ol
w . =-.sumtng. and errors Ln ahipmenta are nq; enaily
réctified | ‘
* . )
Letter of.Credit L _ . *3

1 4
' v, o .
« A letter of credit provides a oimple-arrangementﬂ"
'between seiler and buyer which diapenaea with any possible
.conflict over sight draft termn. extended credit terms,

- etc. It is g written statement {ssued by a bank addressed

to an identifiable party or parties, whereby the bank agrees _

to ﬁfnor all.drafte.dtawn on it‘within & stated p$riod of
time,;provide& that certain cqn@itions with regaé# to the
gooqé.aré.;eL by.thé party or parties'to whom 1t'is addressed.
~ . -
-The amount of letter of credit is agfeed up;p by éhe buyer
. ) ' '

and the seller, and the transaction 1§, handled through their

-

~

banksg,

Opan Actount , : )
3 “

Financing -an open account in international trade is

handled in the same’'way as in domestic trade. The buyer
\

simply charges his purchases, and his account is treated  “_

by the exporter as any other receivable. Thus, sales are
‘made githoutoiny safeguards, with the expectation that the
buyer will make pqyment'nt e p}eviOUsly agreed-upon time.
" Payment i{s made by the buyer-either by direct remittance

or by hecooring a draft drawn on him by the seller. The

3=76
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ma jor wéakqesses of open &ucount {nuuring, at least }n i

. ‘the Egrﬁs bi che-tisk% fﬁar G \;;aﬁ;gﬁor.;bf églleréz -i%

-* ° .are that no tangible payment obligation exiéfb, there is- ;

. o no definite daté. exce§£ as agreed upon Py';ﬁe bqye} and. ) . f%
seller, and there’is'a tendency on phe part of some bgyers - ) -

e to delay paymwents. . : | X o ; o 3

'Y . N =

I _ a. Advantages . '
- ' : Among the advantages to thafbé;ier.are ease cf
s ¢ !
— . negotiatis= and egecution of sale, lack of complicated . ¢
g . * . -
¢
. " dosumentarvyrequirescnid, lover interdediary charges or ’
T sypenres, cond trede relations; and in some cases where o N
< . o . . R ~
EEE . cred:it balsnces are established in favor of the seller,
. no risk. The advantagey of this method to the buyer
\ 1 . .
' G LDV LTT No prier coemitment i8 required of him. ~
‘ ) Do buvvr, doesn gt %ol 0 sers wutside resources or .
:—__.._ < - ‘ - ) = . g . * ’
e e Soelizared fiaanoal attenvements pricr to the-arrival . .
'.-'.=---_ s . . . ‘ :
N . . .
= Srothe peeeds, d4nd in onansy caSeb wiil have sold them
L3N ] .
—-- ~erape wmavment 1§ due ‘hene. o he hae received short-
. "_.- ,.-',V‘i‘“{' ' .
- ¢ \.-‘F N . . . t [ .
=== cerin trade cYedit ot up to, to 180 days at iittie or
. . . 7 . ‘ ! '
*
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+
)
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‘ ) gl ter o asmre o che S0t wurden of rigks of
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rate deterioration. Collec:tonc frcmlforetgn cuntomerl

are sometimes difficult and costly. %n view of chc,

- -

risks, the aeller probably should only sell on open

accounf‘when utmost confidence 1n thejbuyer is accom-
.panied by stable’ economic and political conditions.

The exporter can eliminate the risk to htmself by

L

factoring those accounts that a factor will accept.

-«

Cons.ignment

»

Undcr the tonsignment method the exporter ships his

goods'to a foreign buyer and payment 1is deferred until the

goods are sold. In wther words, tlie goods are placed in

A ]
the hands of, or consigned to, the exporter's own agent

\

'_or subsidiary, or an independent agent, broker, or import

house., Title to the goods dbea not pass until the goods
are 86ld to users and payment is made to the exporter for

them. - o

Under chis a;rannement there is no éucrante& that
the goods. will be sold snd no £inancial comnitment is
made by the buyer_to the.sellet. -cOnnignment to any
ent cgent,_brokéf or 1mporter rcisga most of the

same proplems encountered in open account transactions,

with nolfinancial commitment or guarantee ftom.the buyer.

3-78 o L
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currency and payment schedules are-erratlc, the exporter
. |

may not be able to ¢ ver adequately the risk of exchange
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advantages for the seller, for example, in situltions
where sales would not Qﬂdinariay be made, or where the

seller wishes to create new markets for his ptbduct.

.

"-Also, in some cases, government regulations are, such

»
[ 3

that consignment selling may be d%ndatory.‘ .

S b. Disadvantages N .
. . 2 PY ' . : .
. .
- " The disadvantages of this method to the seller -
P . .
':‘—"—'— . * ¢ .
e are gvrnerous . Firse, pavment for the goods is not
= v made until the gnods sre sold, which may be over long
—_ r~ . . . - : ) .
pericods of time. Second, rhere is no guarantee that
. .
. ' the y:ods wili ve sold and, hence, no .financial burden
» ) .
one the buver, bu: gres® -isk te the seller requiring
o , ' . -
e . grear financia. outlays with no guarantee of sales.
L, _
; S “nis mothod does n:. protect the gelievr against any
P - petitical &r econonic risks which migh* also lead to
aon-payment. : .
" <
a4 ' o .
. ’ < )
= . . . .
. “. sthe® Means of Payment
T -7 - Another method zvlling g.-0ds abroad is on the basis
. L] . i . . . .
- stosce,et terns, of Ja.e. 1o certain cases, and quite oppo-
ST te TP tew coLlectinn o thede 19y Tied Ry the extension
. - .
i I S il i BRI L S sl e w1y Totuse Lo il
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on credit and try:to secure the agreemert of the buyer to

% .
:gf very strict terms of sale. Cash-in-advance, or CIA, is .
S :

0\ -

: “@f? the most stringent of these. Payment under these terms is
o "_t . ’ B
f%*“f_‘"‘made in advance to the seller before he contrlcto'for'the:

[ tos . /

- /
, sale. Thts s common in some types of producta,.such as’

O

'machine:y,.uhere a partial op full payment is made to
~ secure the transaction unti completion “and shipment: The
cash-with-order, or CWO, is another fo.r.m t\'& varies
.slikhtly from the CIA in that gécebtance of the contract
« by a buyer t?kes plgce'algng with the paytent in ndvqncg

of the siipment. The cash-on-delivery, or COD, is similar
\ e . .
to the sight draft, D/P, in*that the buyer must pay on

delivery before he can obtain title to or possession of
the goods.
_ 1In the case of CIA and CWO finan 1ng, payment is8

. - o, _ . :
guaranteed in advance, with no risk to the seller. The

\ buyer, on the other hand, is forced to pay in advance, and

to make financial outlays before the goods are tvcn con-

tracted or shipped. | In coD finanéing there, are certain
. : R ¢
disadvantages which make the draft financing more equitable

.

to the seller Principllly, the advantnges and disadvantr
| - -
ages are the same as in the case of the pight draft. wtth

-
]

. the exception thai no recourse exists for nou:paymenc.

There are ‘also additional prottlems above ;gose_with“the

-
.

dt&ft..SuCh as no means of protest in non-paymeat, no sout-
aide direct means of financing for elther party, no clearly

arganized coasummation of sales and transfer of owaership, .
» .

3-80 . -
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Zapeort Credit Insurance and Guarantees - s

available througi insurance and guaranteilprogramb'estab}ished

‘ (- | . ” . ng . COMY ANR“JERE

R - - . .
- no predetermtned means of establtahing settlement. and no . T

means of efficiently settling dlspu es over ‘goods. or terms. : .

,In‘certain areas of the world there are other methods o

of payment, such as the aﬁtgority,tb pae and authority to .

pufcha%e. both of which are somewhat similar to the letter

-

of credit. Information on how and qhe;é'these should be
used is aveilable from the international -department of . =

commercial banks and from U.S. Department of Commerce, Field

Officgs.

. - | : - | | /2

3

. . . .
. A R S . P

, Fapericnce has shown that the risks associated with export

ts

saies ‘are not necessarily greater than those=encouq;eted in

dooestic sales. However, some risks, not evident in domestic

14
sajies wav drise which are bevund the cogtrol of the exporter.,
. , ,

For thi- ruvason, protection againat many of thgse risks, is

o omten® dhe Expore-lrnncs dank) and adminiftered in con-

‘untio: with the U.S. cormercial banking and {nsurance com-

munitv. Fxporters should be aware, however, that tnis pro-
- N ‘
rectYon 'is available on.y for :rc?it'exteqded on terms which - T
. ‘ . P - ’ -
1r¢ nor-al for the spreifi - poods in which thev are dealing, .
-

Extmbank and FCIA (Foreign Credit Insurance Association) ' =

»
car ~r-tect the exporter againit losses due to commercial risks *
‘viawrupty o af the huver, pratvactad defaulr, «tc .. and political
.. . .y
r:sks {(war, revelution, expropriation, currency inconvertibility,
t . c . - [}
18 )
[ad ‘ “_
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cancellatior or restriction of exportoand tmbart licenses,

etc.) on both short-term and medium-term ;redit. Eximbank-

T | . . . 3 ,
-i?r.and FCIA offer comparable medium-term.credit protection. The
Ny [ N . .

‘xgl;

- < Eximbank guarantee 1is extended to the exporter's bank, which

in turn carries a portion of the export paper for its own i

’ - [} .

acdount. " . %

FCIA {ssues two basic policies: short-term, covering ~ _ .-

’

sdles of any product sold on payment terms up to 180 daxl

. (rarely forllonger periods); and medium-term, covering sales

- - . of machinery, plant equlpm&nt, and other capital-type products,

. L}

. sold on terms of 18! days to S'yéara:'

e *Each of thesa is divided into two categotiesi' Compre-

_ B - . -

) . * [ 2 . - -
*wenafyve - covering bonfxmmwrﬁ*a! and political risks; and . -~

-

- . Political Risks Cnly, under which the exporter self-insures

v his narmal gommnrcial'risks such as the insolvency of, or the
. R * \
~ . nrotracied payment defpult by, the buver.

Snort-term policies generally require the exporter to .

s L

' ' “tnduie all his crédit-term sales to all markets, though cer- i

- 2 .
tain exclusidns to this “whole-turnover' principle m{x/pe
R -3egotiatéd.' Mediup-term policies are issued on a case-by-
. L .__’f J. .
= .. csse basis to cover a single sale or a series of siles to the
- c.., \ .

_ same buyer, P '
=, o ‘ o Dl

. . 4—;, . s
R 2 . More recently, FCTA has introduced a new combined ’

Short*term/ﬁediumeterm pol}cy desiyned primarily for exporters .

) selling equipment and pgrts to distributors and dealers. .
[ ' ’ e *
R “hort-term coverage is provided for sales of parts or for

\ [ ] .

salea of equipment during a "floor-plan” or_similar arrangement;

s - . =
' 1-82 - . \
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consignment, or sales from warehoused stock abroad.

-

mei}um-term coverage . would then &prly follouing reelle of the-

. L

equipment on extéhded tetms-to an end-user.

The proceeds of FCIA policies may be assigned to a bank.-

‘Many exportéta use this arrangement-to expand their lines of

ctedit, or to secure Additton‘} bann financing. Altern&tively.'

any of -’ the cdmprehensive policies may be 'tssued to @ financing

institution, which {tself assumeg the insured risks from the

exporter, ' '

-

Both FCIA 4nsurance po[icaea and Eximbank guarantees to
. ’ - L

commércial banks may be for sales for ‘which orders have heen

‘obtained or are being negotiated, or they may be provided as .

advance comm;tmenta to meet bid inVitations or to peimit -
negot{:tions. Adﬁitional special coverage is also available
by endoraement of the policy, tncluding preshipment protection

during penod of manufacture, or protection for merchandise on
- . ..

.

Zstd, other {nformation, and application forms are

L

s

. . [ - . '
available from insurance agents and brokersy or {rom the

-

“oreign Credit Insurance Association, 250 Broadway, New York,

. . °

N.Y. 16&97. . . ' -

7 .

.

L R
Yorejgn FxcC 2 e tices - ~
u-zg- I“‘*h‘“’;h, Pract
S 1]
1 i 4
L) ] . ’ , - ve
in addition to credit risk, which is common to both

dmaet‘ic and, f‘sieign trade *thoae detl;ng {n internatinnal -

14
commerce are ‘ﬁced w*'h rlobs relative to t%.e ep"mw,.n rate,

’
LT .

An exchnnge rafe is the price of one national currency in

Lo &




terms of another. Exchange rates fluctuate for a variety of

Structural changes in hational iuncomes nnd movenents

nflu‘

: reas 0&\8 .

’

£n :he level of prices are examples cf the many forcel

encing the Oupply of, lnd demand for, foreign exchange. * These,

"in turn, determlne the rate of exchange.

There are a number -of problems for etraders which are

related to the effects of exchange rate movements rather than -~

-Qo the causes df luch movements . FPof example, cheaaale of a

2 C cammodity at preaent prtcel for future delivery iay result in
¥ &

gains or 1osses dependtng on movemen* id the exchange rate.

© A8' an xl;usbration, assuming “that $/1 is equabfto DM3.75

(Deutache Hazk--the Cerman monetary unlt). and that a contract
¢

is made-by_an American manufacturer ‘to deliver a certain piece

B ' ' . ’ - : R % .
- ; _ of machinery at some ipture date for DH 1000. 1If the exchhnge N
\ .
rate is8 uucHAWged at the time of delivery, the American will ¢
-*
recefve DM 1000 which is equal to $266. 67 On the other hand,

' tf the exchange rate at.the time of delivety has chsnged 8o

= ’>a*/§11 equlle DM 3. 80 the mnnutacturer will ltibl receive
M 1004 but will realizc only. $263 15 (or a "looo" of $2.51)..7

A gain of $3.60 would have accrued if the $/1 were equal to

—ab - . +

DM,_3.70 at the time of delivery.‘ '
_ e 1 very. .

: e
. ’ : \ . 3
. *» .- ' )
. . ¢ R . ) ‘ ' ‘ - .~

. - . . 'y

i. Organization of FPoreign Exchange Market ;7 .

L] . . - . . - r
- e -

L2

Because of these opécinl problems related to the fact
' l

R that aever&l national currencien. accompanied by fluctua&tug
%

exchange rsetes, may be involved in tnttynattonal trade, ﬁﬂ*
.. (.* . \ .
' 3-847
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also because it is egtremely. ¢! .. -« for e&cﬁ'importér . :

in need of foreign exchange to seck out an indtvidual

exporter with the proper arount of foretgn exchange for

sale, foreigy exchenge markecs.and their specialized - .

-

oo ’ intermedxa:;e& have developed in nm‘or financial centers
. \ -

to deal with these problems and-nee@s. ' )

.l

-

- - a. Typas of markets and transactlons ' r . .

..... . . . . Q . & .
. . .

.« The (frwign ex.hange market is divided into.the . K

'
-
Y

+ * spot and forward markets, the latter being also known

K S
A& the “"Tutures™ market, analogous to the

market in commodities._  “pnar rransartions in f{oreign .

- v - " .

' exchange are those where immediate sale o or delivery ' .
x . '

of :he Yoretyn curiveray .3 ra.oived.  Fooward, or .

o
3

* cvtures , contra it st oo, A T Lot Lo 30,00 0 o

= T Fhez an sy roes ogrf o eas ar rcad Fulr paveent
[ 4 . ' {

B L poooected dn the taiur?, "o otuns the riens imberent {n

m—-— Y "fluctuations of tne rate of exchange. These risks can

L . .
.

cpemandied throger faci (reesR oottt e Temward exsliange

foreisn currency =0 =omc time fa rbe futyre contracts 0 . .
. L.
. .t A cany Or Avaier o surciagegthis’ currency for- .
- ) . \

. ¢ : , . ~
ward, obf tor the {o.ary o Ti. 9, 4l ae prL
A

T the time he {mpert conrrast 14 aignvd H» *hgn {s P

¢ .
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‘?o longer concerned with fluctuationn 1n the rate of

%)

exthaege, because he has conttacted for the’ required ) \ f

currency at a determined price and date.

. ' A1 egportet aelling hls goodo in foreign cur=
SH _ rencies may uimilarly sell hta antteipated foreign

e exchange receipts forward and be relieved of worry

.Eﬁ%f:' i about possible shift i{n the rate of exchange. The . .
: Lot ' forward'marketl thus provide a cover or hedge against

_:’ ) /- .
'ﬂ‘. fluc:uations in exchange ratea and ‘make it uuneceooary - .

for the exporter or importer to take a "position"
< .

himself in the foreign exchange market.

S

The ;raﬁ?action that takéé Place 16 the foreign - . o
hange market, then, can bé thought of as the con-

ersion Jf' freely \;seable funds of one country. tnto. ’ .

' freély usegblé funds of another'counfry. The rate at

which such conversion is ade is known as the—foreignm

o " ) ékéhauge q“°“tiﬂf' This may be-given in dollars and.
e i cents per_fotelgn.unit, such as one English Pound at g
}f.‘ ? o $2.4075, one Canadian Dollar at $.9758, one Prench o |

Franc at $ 2041, etc; or the quotation may be given in

terml of foreign curreucy units to the dollar, for -

example, 4.80 Prench Francs to the Dollar, 635 Tealian
. Lire to the Dollar. etc. It 15 1nportnnt to note¢ :hnt
the exchauge rate quoccd applies only st that pirti-

cular moment.. A quotation given at a certiin time by.~

wire or telephone is good only at that time, or, upén .

request, for a specified time limit agreed upon,

. Q .‘ . 3"86 ' ' s
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B : tance or non-ncceptance of ‘the rate. . —
- _ b. Market structure

’
FRN
\.u’
.

- l provided by banks. In the United Stntea most,comhercial '

N !
. banks are equipped to hnndle the foreign exchange re-

i ) quirements of:theit,cuntomerq,;thher‘dlrectly or &\

through their large correspondents. Any .major bank
o Caz'plyall§ provide the foreign trader with up-to- -

the-minute information on buying and selling rates

N 4 o
- for any currently traded foreign currency. Through -
its knowledge of international trends, impending
political shifts, or large ac‘@e capital 1nvestmenta,\

the bank is also in a'position to anticipate significant

- t flu&tuationt'in foreign exchnnse mlrketa.
. -

Like most nntiouwide ftnancinl uarketq, the _

market 1n foreign exchnnge needn one center, vhere the

‘e net bnlnnce of supply and demand can ulttnately be ' .

t

reflected and where the bulk of the large. t:gng.c:#onl
* \ will ac%ually occur. For the United States ;ﬁit center
o o N\ 1is New ;ork Citx, The foreign exchange n.rket, unlike
; ‘ | | - the stock exchnpge or éownodity.exchnnge, has no cen-

¢ . , -

tralized meeting place and no fixed opening or closing

.-

;;7 e. time. " The market has no requirements for pattiﬁipation :

e
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by wﬁ‘ s
: S except_the informsl acceptance of financial and moral

Tiqgnduct that havg evolved over time. THis market is

"é&g mechanism, then, whéreby buyers and sellers of

) fgreign;gxchange pie brought together. There is
= - _ little face to face contact between buyer and seller; .
= . . tather, trading takes. place predominantly over tele-

: phohe. telet?pe,-or cable.

- fﬁbre'lrk approximately twenty-fivg U.g.-banks,-
~ : m08§}y in(New Yor, which matntain.depositl in commercial e
_’banks abroad éo facilitate their dealings in foreign

. ' exchange .  Ina addition, sbout forty hranches and

- ]

noA . apencies of {Breigﬂ banks maintain reprelentgtivei

IS

in New Yoo, All these braanches and agencies hahdle

dollar accounts of forgigners, some carry dollar

-

accounts of United States residents, and most trade
’ . ..
actively in foteign exchange. There &?Z also a oum-

ner o¢ specialized foreign exchange dealers who trade

The HNew York forelgn exchange market may be ‘&
v L .
hroadiy described as a three-tiered market. First,

there are transactions between banks and their cus-

—m—— ~

tomers, exporters and importers, th are the ultimate
uger2z of rhe foreign exchange. 3econd, there are
==, transactions between the banks that make up the mar-

wec. Third, there are transactions between the New

AR - v7rk banks end banks abroad. : o \

maicily in foreign bank notes. . ' . _ @
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Mechanics of Forward £xchange

)

. \
A fordard exchange contract between a bank and a

customer célld fér delivery at a future dateée of ¥ specified
amount of foreign currency égainst dollar payment, with

the -exchange rate fixed at the time the contract is made. .

At the time ‘the contract falls dué, the spot rate for the
currexcy may be abové'%r be low the rate specified for th

maturing forwa%d-transattion, but this has no effect on

.
-~

the contrac:ed rate. +As in most foreign exchange trans-

. . td

actions, contracts are ordinerily made by telephone and:
“later confirmed in writing. Forward exchange contracts

are common in ma jor national currencies such a® the Pound

- sterling, Canédian dollars, anduceréaln Continental

¢ e
European currencies, particularly Getrman marks, Swiss.
francs, and the Dutch guildérsl A certain "thinness"

~persists in the mafket for otherlEu:opean and"mést non=
E;rfpean Currenciea; ne&e?thelass, it 18 often possible to
arﬂgnge for transactions in these cyrrencies.

While rates quqted in rhe foreign exchange market are
ulullly.fOI one, three, of'six m&ntha delngry, each cone

. tract between & bank and a crader (exéept for "option"
coatracts discussed beiow) calis for delivery cn a'epécified
date. As a result, while fhe matﬁét rates form the basis
for forward rate duotatgons to a customer, there is

actually a separate rate nexc-iat-d for each {orward

.,

contract, depending on its maturicy. .

3"89 - ‘-‘
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:; ' -i'; k%T
o . Forward exchange rates ‘are often quoted as a dilcount
from, or s premium on, the spot rate, For example, if
[ J .

: - i
- v . -* .

~spot sterling is quoted at $2.40 and the one uonth_for-g

|

- ward rate‘at $2.3950, the.one~month forvard rate idyibo'

L4

o . - !

Canadian dollqr is quoted at U.S: $.9%% and the six month

miy be Egp:éqieﬂ as a k cent premium. Forvard rates are

. . . : LR S i
? lometlmes expressed also as a percentage deviatiop from

. e ;

., the spot rate on 3 per ATTIUM baaia.

- I “ .

~ [

‘. o Yor c;rrenc'vﬂ such ae the pound and :he Canadiun
il - ' <

I ¢ollar, Jforward exchange contﬁfcta of up .to a year's.

- - .« g

matugity can easily be arranged Contracts beyond thil
maturity are unusunl but -do occur from éime to time. The

. ' nronhlhn heve is that ft ts-difffcalt for a bank to find an

3

offstrting contract of comptrable maturity to protect it-

;elf against. exchgnge risks.
<, } = -3

_— Since maq§ {orward exchange transactions are based

trade'é\ financial operations, it is sometimes difficult

for sallers or buyet. to know exactly vhen they will need,

or be in a ponttton to deliver, the foreign qunxency 1f

ont is certain, he can make s forward putchase or sale of

« Y
-

the foreign curtency that matures on a particular date. '

1f, on thes dther hand, the buyer or leller knows only

PR . 3

: approxtnarely when & currency wlll be needed or reéetved
N * . he can make a forward option cgntrac;. Ordinutily, these
e . _ ' ' . '

.. Q 3 3-90

'fgrward rate:at u.$. 30,38 3/&.':be six\month forward rate

- B ) ~n =ipeztationa of biymentl or receipts involved in future

= ' quoted as a So-point (8 cent) diaceunt. Sihtlafly._if the

(O

A



contr cts call for delivery st *he M ginning of the month L

L 5

(the first to the tenth), the midd»le of the month (the | ! L

-'eleventhato che twentl-eﬂﬂ“‘\or at fhe end of the. month’ - ;

L} ° ==

(the twentieth to the thirty~first) but c%nsiderably _ | -

more refined contracts can be. arranged by banka at the - . :

request of the customer. lnder such contracts, the bank .. ° | 1:
: ’ : BN T 4 .

agrees to make pa‘ymen't' or receive delivery of the foreign

) : "_ 4

-ﬁ exchange at any time within the option period Option S

" contracts are usually somewhat more expens{ve than an .

e . _ grdinary fowgrd centract, since the bank must protect

¢ . itself by basing its rate on either the earliest or o ’

. 1

latest date on which dglivery' can ‘be made. If the rate

’ - ]

- o ‘differs between these cyc?dates, the bank wiil éharge the . :

- . . L . : . , ;

.:_—'\_‘- g ‘customer the phighest of the two. The cuntomet; of Course, \ .
— k .obtains the om;;ensatory advantage ofx %g cpnside;‘ablé |

: . teeway 1in Llugxng ®he axecution of Llhe forward exchange _ ~

T . . . ]

-

‘contra:zt -thi‘éhgh which he cnbvers the exchange risk

invélved i\n\the particuiar foreign business trvansaction. ' —
1 . . . / -
N 1t is cbvioud that there {5 more risk involved for

s

.
& bank in torward exchange transactions thdn there is in

. v spoc transactions, because of the more remotc date of < L2
T - . . . - . -
. . . , . 2

‘payment in efther dollars or forei;n exchange. As a

e N resuit, the credit rating of an exworter or importer ‘is an

L) . ' —

-

L ' {mportant element in forward exchange transactions. Ofter; ' '
. ’ [ ]
:, -y . a {irm engaging in forward exchange, trl“nsacti'qns wi1ll have ’
a R;;‘ecia; 'iine. ot credit far 'a sch pirposes approved by the .
credit department of a bank, or p:zrhaps the forward exchange .




o\ .
ot W .
operatiovns wtll be included 1n the fitm s general line . .
of credit. ~ . | C

It is clear, then, that'the forward exchange market

is, very useful to both'exportérs and imporfers. Since

Unitéd States eprrtefi .nd'1mporterl'uqu&11y'dba1 in .

. Qe
-
"
A4

terms of dollars, it {4 essential for them to knew what

. @

. '. . .
the dollar value of theﬁ;'foretgn exchange receipts and

s
Loy
[ .
"'\'_7‘:‘
[
e
P
e

o

&
“te

payments will’ be. , R . : .

4 : C e s . .

Many firms leave their exchange risks uncoVered — S

el 3 ~ -

- except {n times .of uncertainty oVer the future of the

R R L ¢

. . - . :
exciange rate: Some exporters, for example, do not

> . ' -—F

ER T

cover their exchanﬁe risks in normal times, but rush to I =
3 4 P . ' .
do so if they fear a depreciation of the foreign cur-

A}

rency involved. Some t@porters tend to leave their e
future e‘ghange needs uncovered it they nnticipate .

fall in the exchnnge raté Similarly. if an apprecia-

*

tion of the exchange rate is aﬁzigipatéd. 1mp9rherl-rush_ S L

“to cover futqre needs, whi'g exporters tend to leave fu- _ o
ture needb uncovevéd jn the forward market. Nonprofes=- - T

" sionals, an& for that matter profeuaionnla, who refrain
.from covering iR tife £otwa;; mnrket may incur subltan- oot
tial risks. There have been‘:;vetll periodl in postwar
years when £ailure to esver hal reaulte; {in conatder- -

. . . =
P PR

le loss. Most banks advile customers toO cover ex-
chenge risks so that they can concentrate on the normal A
pnobleﬁ? of their buainess or traddng activity without

adding the problem of fluctustions i{n exchange rates..

v

3-92 I | s
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Several facters, then, enter int> each business firp's . .

*

A

-

decision regarding the choice of the various forms of bank

Al “

and non-bank financing of imports and exports and the : B

A

decision whether or not to provide forward cover for a

e

parsicular foéeign transac;ion.' Some of these factors

» . . * » . -
- are: anticipated trends in exchange rates, interest rate -

- o
-

.

differentials between;:ountries and between instruments

' . N - i

,offe}tng the samesprotection, and the hurden of managerial . =
time involved in the use of cach ‘ethdd;

’ (] - ~

- » .
7] . i ! . ’

. .

1. Maltiple Exchange VPrgetices . ‘ Tt -

’
>
- - . . . .
B ] N » ° -
- - -

Foreign traders should be aware of the {xtstente of sb ' : ‘

called "muyliiple exchange rates." This simply means that
. ’ 4

o .

o pETlalular counlly'ady ba.. Jiiderent exchange rates” for

1 -

‘ dirievant kinds of (vansactions., For exanple, 1in the

-

Thiliopines untilk veceatly there was one exchange rate ' E

Lo o or exports and & siagie, free market rate for

=y : ‘ .

Lransactidns. Tuch mojtiole cxchange vaty be

i
e
r
.

3
[}

wry compyeX, as in Colombia, where the exchange rates for

L 4 .

di:ferent types of transactions at the same point in time
. ' ) - ) .

ha e rangvd‘?rom about 9 pesgos to U.S. $1.00 to abont 1& i I

TosL SULouy e Mot o ocsmplex, multitle curyeacy

STV T S

practices. are fairly wicespread. Their primary locus fis
Latin America, but they frequently occur in Asia, the
Mildie Yast, and eisewnare, .
. " ‘ .
- [ [ J - .——
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©..V. TRANSPORTATION INSURANCE ) - :

o Transportation insurance iu a8 vital purt of export and tmport

trade. In its must basic form, it providee & means to reimhurle
. Py . -
owners or othg:s with a bone fide interest in the goodl carried

. <«

_ - _ R
' for any loss”or damage for which the carrier is not lisble.

— N - . -

Ptotectinn can be provided by insurance to covqr nll transport

.
I

risks from the time goods leave the seller's warehouse or fnctory, - *

. wherever located, JLgil they reach the final dest'ination stipu- °

o e . .o
. . . . (4 ]
A .- lated' by the buver, - . "

L " ¢ The need for transportation insurance is directly related to., - E
™o > : t ) . -)" . _ .
e . the extent of liability for loss or damage assumed by carriers. s

e L Genezally speéking,.carriers ip international transportation
' V +

m .- 14
1 . . .

__— norvally are exempt by law and'cuatom from liability for dam;ge

.

or loss unless neg‘igeuc + Ocean curriers asgume a lesser. ltaoility -

than do land carriers. Certal n hazarde faced by ocean carriers = °

3

s e .. are not enchbyntered by inland carriers, and are beyond ‘the control

o . of *he ocean carrier. Lossés due to perils of the .sea (e.g.,
-:QJ ' hy35§ Jea;he}, se4 water, ‘stranding, fire, and sinking) are not

-
-

. the iaulc o: the carrier unless negligent. Aloo, there are ttmes

= - —

when a carrier will intentionally sacrifice part of the vessel or

cargo to protect the rest of the property from a common danger.

{¥nren a8 general average, such an intentional sscrifice is made

. S ° ' : z
for the commen goed. Whatever losses are incurred are sha‘sd by ‘

carrier and.cargo owners,)

-4 L
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A._ When to Insure

L
e - : . . . v’
. " . L4 .

Insurable interest Js a deciding.f@ctor'in the queétion

of who needs transportation insurance and when.to insure. In

[ C generél,‘one'has an interest in a shipment {f he will benefit
— . ) - . - _ . =
from the safe arrival of the shipment at the final deatination, _
H ' I I
*or 1f he will be hurt by its loss, damage or detemtion. This ) N

- coverd a brbad rangé of situations which include 'clau.jiers', - * =

.
- Al

cargo owners, and nonowners. _ )
—_—

- . ———

The risks of both seller andfhgyer hfé“determtngd by the

. -

-" -

terms of sale and how tihe money covéring the sale is-to be -

- . . e

. * 3 . . :
e collected. ﬁéﬁdse;twn factors {nfluence when and by whom
C

insurance should be placed, -

-
. ) . -
. . ¢ .

- 1. Terms cf Sale . . . *

— Terms of saie (also knowa as "“trade terms’ ) govern the

-

. retatirnship of property.td swner and specify “the ‘point at .

. whice *ransfer of title takes placen' Th&ﬁ'may be at any -

de-fonated nlace eutually agreed upon in the sales con-
! v A P &

rrasC:  the point of shipment, s-me place between seller
. . ,1/

f—_—— iem = -— 4

,énd buygr; or Eﬁé_BSIhi-of deiivéfy._'An nnderseandingioﬁu
rthe different terms of sale is esseng@al to knowing when |

to piace 1nsurance. Under most terms of sale, responsi-
bility for obtaining transportation 1nsgrance lies, from
a lepa! point of view, with the buver. In many industries T

. ' . . .
or trades, however, (t ig cusrormary for the selier, by '

E | " o -




Tig A 7 " . _ ' ) . S
‘\'\‘ Ps““ U.l‘B‘"E . . ) - ¢ .
. b . ) :

prior arrangement. (4 obgain the necollnty insurance , v
for the account of the buyer. : . ; - | =

Ac&brding t;’the '"Revised American Foretgn Trade | ;
o _ Definition&, 1941" (see Appendlx A) there are six lets | o
of terms® of séles. . - : .

. . o
) | ‘
a . . .

[N L

a. Ex point of origin - )

I3 . o_' .o N

Included herein are such terms as.'ex factory," - Co-

. "ex warehouse." "ex mill " etce lUndef these terms the

=L y ' | .
seller is reQuited to place ‘the goods at the disposal

* 4

of’ the buyer at the specified point of ortgin on the 4

[ B T

date, or within the period, stipulated. The_aeller 8

responsiﬁility and coste end at this potnt;'while the S *

gLyer acquires an insurable interest at that time.

\]

; 1 Yo b, F.0.B. (free on board) . : .

e -
. R

' ’ Under these terms the seller is required to bear e \

costs and charges and to assume risks until the ship-

v

S - ment is loaded on board a named cnr:ier at a nnmed'

g; S—_ ' potnt. There is a wide range of F.O. B. ternl{ these

ot - /“" ',: *

terms normally specify named points in the exparting "

- -~

) T . ° country. The seller's responsibility und cost end when

F : the goads are loaded on the appropriate carrier and a

- clean bill of lading ia issued.

".
h S5

3-94
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- N Lo | ) * Cos -~ .
¢. F.A.S. (frée aiohgiiéez ’ ‘ ‘!:;d}c ) P
. o . . . Y L i . ) o
' - o ‘\ ;. . . . BES‘ cnp S - - i " =73
: Undnr~:§is :erm. the lellet ia required to place o | o
{ . ) 4 '—-'3__
gooda aloaq\??e.the catrter ‘at the port of ahlpment.. . a
Up to this point the seller assumes the risk of loss Y S 'v
. . *» . . =

[ ] »

'« or.damage. Providing transportation insdrance is the .’ | . S
ceon)

nslbllity.of'thezbuyer. but ghe’seller should-

._ M protect himself with an F.0.B. Sales Endorsement. _
= | " This coverage protects the seller from transit risks © o,
—. .7 . _ . . _ : . . . .. Fl '
_ « ° from the point of origin to the point at which owners ' S
. & . .ot
Sa o . M , \ - o
R ship is assumed by the buyer, i.e., alongside the
il o~ e Ship. g N R . e
= S . . .
= | . 4. C.&F.(cost and freight) : . . s N/
= ' ) t . o . - - . _ [
. ' This term means that the seller's price includes
- » 5
© L.
‘ fl ' the cost of transportation to a named destingtion . t
%1 _ .~ pcint,'but does not include insurance coverage. The ' - .
z'i;_. ) . - | —=
s seller’s legal liabiltty ends when the shipment is . - -
ff" placed in custody of the carridr at the port of . .
expottatiqn. Insurance is the reabonsibiltby of the ‘ ’
+ * . [ ’ . \l_
buyer. . | :
- . y . S
. » 2 .
. e, €.1.F. (cost, in8urance,'and freight) ¢ - 7
. This term is the same a8 C. & F., except that
. . o
= v the seller s responsible for providing the necessary
==, insurance. - He {s obligated tov provide and péy for - i'
o ) ) . . ‘ B
. 3-97 | =
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- Eransportntion insurance, and &o provide war risk -

o T e s

¢

" insurance:'as obtainable in hl's-.w}rket at the time of

.

. Teapect to inclusion of teims such as W.A. (With

be imsured.
“ o f .

3K

-

_'shipmen:'. Natfrisk tnsuralfhe is at the buyer's .

gxpense. The seller and buyer should be 1n-clé¢g‘ '

agreement on this point, Pince in time of war or crisis

s L)

the cost of war risk insurance may change rapidly,'

¥ AT
- Insurance coverage should be agreed upon with:
- " * ’ -
e

[} : .
Average) or F.P.A. (Free of Particular Averngef%,as
we1i-al ah§.other special risks that are_cover%d in
specific trades, or against which the \uyer may wish

; i -

S

iqdivdduaf protection. Among the special riqﬁs that

- should be considered are-theft, pilferage, leakage,

breakage, sweat, contagt with otliar’ cargoes, and others
_ peculiar tq a given trade.
In_all cases, there lho;éa_be a clear dnder-

- B \
f§25ndingwas to the value for which the gqods are to

»

.E‘('dOCk N . ( . ’

8 . ®

This term i3 more common to United States inportc

than to exports. In addition to the C.I.F. terms (dée

above), the sgller's price ‘idcludes the cost of the

. - i - -
goods and all additional charges necess@ry to put them

ou the dock at the named porf of {mportation, with

import duty paid: The seller ip then obligated to

- ) -

3-98 o -
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,providé and pay for marine 1nsurance.and,.in'the absence
of specific agreement to the conirary, war risk it@®uk- .

ance. The selleé is responaib;e~for any loss or ‘damage ‘v

LA

untillthe’éxpiration of the free time allowed on the

dock at thé named port ‘of importatiéﬁ.

Method' of Payment e

" the overseas buyer. 1f the seiler collects -by draft, he-

- \.

L]

In certain situations the seller has an insurable
« " ) * ) ’
interest, even though title has passed to the buyer. That
. L , - - -

is, the seller has & financial interest in the goode being

;hipped until he actuaily receives payment fram‘the buyer.

‘In these situations the gseller ghruld, see that his interest

»

is p;otected. Whether or not to insure the goods depends

on the method by which the seller collects‘his money from

»

-

carries the financial risk until the §uyer pays the drafth

-

1f the buyer does not pay for the delivered géods, then the
L Y s '
problems of disposing of the goods 'and the risk of 1001‘

-~ [

fall on the seller. A similar Tinancial risk exists whew”” . a

sales are made on open account.
4 .
In order to minimize his r{sks, a gekler should

arrange tor insurance to protect himself against impairment
p .
of the buyer’s desire to pay as agreed due to loss of, or
F 4 .

L o -

.damace td, a3 shipwent. JSuch pr.tection is & good hedge

against insdequate coverage obtained hy the buyPrt.wha!

’ . .
may be complete insurance coverage for the buyer may be

[ " P
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st aiE me t
Bt ininal coverage from the point of view of the neé}or.

Another conotdo:c:ton is that insurance ovtained by the
buyer may be in a foreign currency tha: is subject to

' Suhstan:ial changes 1n mnrket value or even devaluacion.
causing a loss in exchnnge if pnyment of a claim is
necessary. currency restrictions or tggulationl may be

y -

such as io complicate the transfer of funds, and posuibly.

even limit the availab111t§ of fuqdo. For example, in

some countries, exchange controls do not provide for the

&

nilocatiog of foreign exchange for payment until the goods

have arrived. Under this condition, where goods are lost
“**;: ‘ prior to arrival, the buyer would be unable to secure
* currency with which to meet his obligations to the seller.

| ‘ While some of these risks may seem remote, others are
e ' o . o -

]

not 80 remote. Consequently, a seller should attempt to
control the insurance as much as possible so as to be
” . certain his equity is fully protected. There are, how-

- . . . ever, sqme national laws which require that insurance on

shipments, to those countries be placed with local insur- -
ance comp:nies. The effect of this is to require the

"buyer to furnisif\insurance. An exporter im the United

" o

lﬁ3¥': ‘. States can stil! protect himself by acquiring 'contingeancy
’ " °
or "‘Difference in Conditions” insurance. This supplementary

%FE;T“ “* " {nsurance protects the exporter's interests in the event

e : the ‘buyer's ipsurance fails or fa{q;'lhort. The cost of

“

- such insurance is absorbed by the exporter.

Q " v 3-100
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8. Types of Policies . aesr-_cdw'v AVRILABLE

4

-Export shippers can obtain cargo insurance on one of two

TN

M-yl s

bases: either under an open policy contract or by acquiring

& special or specific insurance policy for a particular ship-

ment, : S R
o l. Open Policy | S e E
;;65' The open policy system is the most widely used. It ‘ g

R - 18 absolutély esaential for firms regylarly gggaged:jn

exporting and importing. When & relatively hiéh frequency

»
4

. of shipments occur, it 33? be impraétlcgble:fof the s=ller

11|

_or buver to secure speciel marine policy protgciicn on

¢ach shipment and be certain there is coverage at-all

times. (Moreover, it may be very costly to do Qé.,
Under the open policy arrangemént. & contract 1;

signed between the assured and the insurance underwriter

= . . which srovides éoverage for all overseas shipments. The

.

- \'? open policy remains in force until cancelled, and tt 48 _
. .
s not negotiable. The particulars of each shipment qovered

. : - by the open policy must be yeported éﬁ/ﬁaclargd,to.ghg
—_— .dnderwriter prior to or simultaneous with shipment or as Tt

-837cn tneveafter gs 1is practicable,

)

= :

ro

<pecial Policy

-

4 .
#her only nccaslons’ shiprente are made, or when.

_ eviderce of {nsurance Eus: be furnished others, (e.g., to
T 3-101




banks, -lawyers, or third partieg, in order to facilitate ' ;

collection of claims in another country) a special policy,

el

often_referred to as a certificate may be Gtilized. The

special policy covers only one shipmeant, and is a negoti-

.;_.i; B

= S able {nstrument. A claim is payable to bearer when the

=T ‘policy..or certificate is properly endorsed.

Jhen a gégular shipper carrying an open policy is . f

required to furnish evidence of insurance, an insurance

= certificate is used to show that insurance is in effect
" .-under an open policy. Thus the apecial policy covers a
single shipment or certifiea the existence of insurance P

ander sa open policy. ln either case the certificate is

H

»

a comploetely independent decument, (

A Egeciai marine policy may be prepared by the assured, .

.

by a rreight forwarder, by an insurance agent or broker, or

' by the un¢erwriting'company. ,Because of its negotiable _
. ) ' ' |
_;J/(////ij/ characteristics, it is important that it be made out care-
A ., T iy, . The shipment should be described im such a way that

iueatilication i8 clear, particularly if more than one

or
chigment 18 being sent on the same vessel.

C. Amount ot lnsuranze
:” - + The mariae lmsdrance policy is a so-called "valued" .
B e ! : : . =
" Cpolicy, whicn weans that when the ins-. - - is taken out, a

- ’ .
speciitc walue 16 apreed upon, In the eyent of a total-loss,

T " ‘dnis amoun: i paid. For a partial loss, a percentage of the o :
- "“toral insyred vaiue is recoverable. : ..
o - hd . .
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Many sgecific cost items fre tikzy into account in -

L]

arriving at the,insured valde: basic invoice ccst, other
\ . .

charges on the invoice for packing, inland freight, consular

and other fees, acean freight, insurance premiums, and expected’

-

profit. Profit is derived by applying a percentage increase

i

to the C.I.F. value (i.e., a "mark-up"). The usual practice - o
. \ _ - :

in export trade is to insure goods for C.I.F. value plus ten

i

|
|
|

L4

_ - --- percent. This percentage is viewed as an average margin to
e - ' ' ¢
s compensate the foreign buyer, in the event of a loss, for the

v profit expected on a resale of the goods, or if no resale is

Ky

{invélved, to compensate him for losses incurred due to the

—- necessity for repiacement,
—— *

when a shipment {nvolves gocds(with fluctuating values, '

. ]
° $

(e.x2., SuCh‘LaSLé commodities as cotfee, sugar, and cotton) L

the buyer Mey wanl ‘protection for an Lncrease in market value

turing the tice the goeoda gre § tfansit.  Protection of this

»

Aok -
o o _ . Do PRV
natuTe can be vbtalned through ' the use . of"an "imncreased value"

£1d and lngses ad justed on

1 .
4

“lange, under which the oreémiur is

. L L
tre hasis of the Liighest value reached during tragsit.

o

S b, 1dhe,lnsured Perilé : : )

'VI’\.W.‘..*"%\ «

= ‘ ' The risks or perils against which marine insursnce pro-

rection is afforded are 4efined in the pelicy.

, . . ’/,

‘. Basic Perils - .

. . a. Per:ls of the sea

These .are fortuitous events and casualties.
3-103
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or oo-:alled'"heqyy weathef“).~collisinn. atrnndtng; _
lightning, damggg by lagwatét‘wheﬁ'caused.py tpsnrgd.
perils, and 6the; perils pecdiinrigolghe'lea.or to p.
ship at sea which could not be foreseen and guarded

. \ )
- against by the carrier as necessary or probable inci-

dents to the voyage. . -

Included herein are direct fire damage and indirect'

= . , ", damage cauaéd by sﬁgke, or due to attempts to extinguish
| a fife3 such as water damage. Strictlﬁ speaking, fir?
;m' ‘ ' damage to cargo caused by its own ;pon:apgoua comb;stion
is not covered, for such fire is due.to the inherent

vice or natural properties of the cargo, and is con-

){\ s:dered in the category of inevitable' losses. The
= \ T uhd¢hqri{er does, however, cover loss or damage by

fire arising from the spontaneoﬁs combustion of other

. carge in the vessel. .

\

This ﬁeril covers only loss or damage by ‘assailing
, 2 . ' . .

thieves, which'reféfa to'a forcible taking rather than

, clandeatYne theft or pilférdge. 1f coverage for theft
. d a:.l pil:e}age is desired {t must be specifically in- -
= . . N L | o ' ;
T ciuged in toe policy! . ;
- . i

3-106 . _ .
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id' Jeqfison ' ' : . .
S Jetrigon 18 the throwing of articles (e.g., cargo)
overboard, and usually occurs as a measure to pfotect

~ . .the ship and carsoffrom'lonu when a common “anger

arises. S : ‘

~
. v , L4

e. Barratrx

] ..
.- . - , -
) Barratry refers to the purposeful misconduct of -
- . [ R .
= . the master or crew of the vessel and includes theft,: =
RS wrongful conversion, intentional casting away of the
' { - T . < ’
A »¢ssel, or any breach of trust with dishonest intent, —
a
f. 'Ail other perils" . ‘ =
. . .
. . - & oo — -
:_ L : o . *
. \ , .' -
¢ in additinsn 1< e anose named perfle, the Hasic
- rerile clause slue covers “ali other perils." These : ..
N . . e ' ' : B
- tefer to perdls similar to those already mentioned, : v
let _ i e, pevils of the sea, and do not mean "ail addi- , .=
= - s i \ ) . . * . ) ) )
Torasl o Tiier T uh e Lo is sometimes used. wWhere ' -
* | N .
adaitional risks or ueri1ls are aeeded in the pelicy
. ° - M .
. . ’ . ‘ ) ’
“hey aust be specifically agreed to with the under- o
writer when the irsurance (s effected. | ' -
4 ' .
13
a B ) =
S s 4. Drher Pecils '
g o . ‘ | | . 7 .
e Crrer nertlg oprve include? in tha poulicy, which
rbpresent extensgions c¢f coverage added to the basic perils =
. ) 3 : L -
=z Q. . ¢ iause. )
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- °

Thic extends coverage to include loss teouittng

from a latent defect of the carrying vessel's hull or
machinery. This ciguse renders underwriters liable

fof loss or damage'dtrectly caused by :
(1) Negligence of master, officers, crew,-or

‘pilots (fncluding errors of .navigation and

management of the vessel).

¢

= . L)

- Accidenta'in loading, discharging, or,

S shifting cargo or fuel., ;

-
~-

(3 _ Explosions dn-shipbonrd or elsewhere (except

» ) those caused by war perils).

(6) Bursting of boilers, bréakage of shafts, or

any latent defect in the hull or machinery.

\

%;; SR (5) Breakdown of or accident to nuclear instal-

. lations or reactors on shipboard or elsewhere.

'l;;;;;' S (v) Contact with aircrafr. , .

- b. Other hazards

ff—f—ﬁ': ' o ~ ‘Finally, the coverage may be extended to take

ZERIC . 34106 | ~ .
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account of hn:ardu faced by goode whlle ®n land. The

,.
Py

il

' R

so-called ";horo_clauoe? includes risks of éolltaioh. : 2

'dérallment. overturn, windstorm, ;arthqugke, sprinkler

A

leakage, flood, apd collapse of docks or wharves.

3. Additional Perils K : o

.
gl

ala

The additional perils which may be covered by trans-

e portation 1nautance are varied. These must be specifically -

e

Fo o provided for {n the policy and require that additt§nal _ £
| premiums bé-paid. The need for such coverage, will depend
upon the type of product beinq shipped and ita Suaceptx-
" _
biaity to various kinds of damage the desire of the :
assured to be covered, and his willingness to pay Ehe - .
- sdded premium. Included in this group of perils are such

- extraneous risks as theft', piiferage, noSNdeéixgsz: fresh

vster damage, sweat-damage, contact with other cargo, _
y ' ' ; _ E—

_ bredkhge, and leakage, :

~.a. lAll risks" coverage

Very often, caverage is provided under an "all-

risk" set of conditions. Such coverage is not dulte
S ’ ) . -
e as all-incluaive as might be inferred, since-it

includes only physical damage or 1oi§~frog external

causes and specificdlly excludes war risks and strikes

Bl

- ' and riots unless covered by abecial endorsement or

separate policy. Moreover, an all-risk policy may

[N .

L . | =
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:;|l|, Wl yi,!l 2 . sl

24 R | | A -
exprcolly exclude certain tlp‘l ot dauago ar not
i

covar losses uniell—thty’inaunt to a certain per-

b3

eonta;c of the agreed vnluo..

- ‘e

Al -

' - \ ' -
- . -..

Losses from strikes, riots and civil commotion .

An'eloeuttallpart of the;thtpper‘l insurance
needs is coverage for losses nrilin; fron ‘strikes,
riots, and ctifa connotton. ,Usually hnndled as an -
endorsement to the policy, coverage is extended to
glve pro;ectgon for damage, theft, pilferage, Srelklge.

N

or .degtruction directly taused by strikers, locked-out

workmer or persons involved in labor disturbances,

e - "

riots, or civil commotions. Destruction or damage
to the insured property dtréc£1y caused by persons
acting maltcioqnly.is nlap included. Not covered,
however, are delay, deterioration or loss of nagket.

A - or loss ari:ing from warlike conditions.

R c. War risks

War risk coverage usually is handled as a separate

-

pqltc& in the United States. In general, it covers

riska of capture and seizure, destruction or danngé by

warlike operations, clvfl wars lnd.thlurrecttouq. or
in the application of sanctions under 1§tetnationai

agreements. Excluded from this coverage are delay or

ivés of market-and loss or expense due to detainments,

\‘l' o ) ' N ..
- . 3 3'108 . -
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nationalization by 3overnmenc, or seizure under

quarantine or customs reguiations.

Risks excluded B ‘ff

! Since {nsurance protection is intended to cover

physical loss or damage,irising from external causes, ' .3

/pl . -
. certain risks also are excluded even under an All- , o

risks policy Generally speaking. the following
. * .
losses are excludei, although some exclusione can be v

- modified by agreement between the assured and -under-

writer and with payment of additional premiums.

I‘ ' .

(1 Loss of market and loss, damage, or deteri-

oration which {8 due to delay;

-

. (2) Ordinary and unavoidable loss of weight

caused by evaporation. ' !

—_— . -

""" (33 Ordinary and unavoidable wWear and tear

Tt

A , caused by normal usage.

oy

T - (4) Loss arising from inherent vice, which is _ -

° an internal, rather than external, cause of damage.

e Such loss is due ' to the nature or condition of the

T3 ey gyt

goods shipped.
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‘E. Extent of Coverage N ’ ' T
-~ . l'r,

\ :
o N §$ﬁ\§% ' &
¢f§§§54$5 The loss .u.ed by pertln vhlch are covered by the policy D
may be dtvtded into :oﬁ}l loooel and par:tal losses. X
. o . -, o
= . 1. Total Loss . ' )
' | . . >
A total loss may be an actual total loss or a con-
= - structive total loss. ) - ~
= ; ' a. Actuai total loss -
"An actual tétal loss, which is & material and
;;:ﬂf ) : physical loss of the goods insured, usually involves
N little difficulty in msking & cleim. Since the insur-
:; ance policy is based on agreed value, pnyment'fot total
loss is for the full amount stated in the policy.
, \
Examples of aqtual total loss are:
- (1) . -Where the goods are destroyed. ) o
o - o - “
’ (2)' where hey lose their species--i. e.. vhen -
i; goods arrive so dauaged 86 as to cease being the =
object insured. . -
~ . 4 . - )
B heen , R & 5 . Where the assured is irretrievably deprived
A t
v .o of possession, as when a vessel is captured in

time of war.

. 310
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L]

~N

. A . . . - -

b. Constructive total loss

BEST CDPY AMMLABLE
A conlttuctlve total loas. which may be conaidered

to be & toomercial or economt:.lool rather than L
physical loss, occurs when the expense of recovertngi
or repairing :ﬁf goods would be greater ;hap-:hetru
value after such expendt:uteo.';0::er certain con-
ditions, {f there is a snlyage Value of the goods
subject to a c;natructive total loss, the underwriters

_ may, by'agreemeﬁt. tqke such’ value {nto accouﬁt. and
make payment tc the gssured upon a n;t basis. Other-
wiae. full insured value is paid and the uqderwriters

_Q}spbse of any'silvage for their own account.

Partial Loss - - .

.

The extent of coverage for partial loss 1is ée;efmined
Qy the "gverage" terma.. Ther; are two braad types of
average lonaeli-pnrticulaf and general: A partiéular
average 1is a‘fottuitoua loss which affects lpeclfic
interest only. It is any form of partiai loss or damage
to the ship, freight, cargo, or other interest, caused
by any of th? insured perils. 1n contrast, a genernl.

o :

average iocss affects all cargo interests on board the

s

vessel as well as the ship itself.

°

a. Particular average

Particular average losses may tske the form
3-111

-

.

wt b



)

wust

- (2)

%

of total loss of a part of the goods, or arrival of ‘

QSF the goodl in a damaged condictqn. or both. Losses

A 3

be £ortuitou| or lcctdental. ' ‘ .

~

O N TR AT I

e

4 -

(1) “Free of gart fcular avernge , . , =

L

The most restrictive form of coyerage in”
\ : ) .
sommon use iu "Free of Partlcular Average" (FPA). _ .

Under FPA ‘coverage, 1n addition to total loulel, . | .

=

partul losses resulttng from perils of the ¢ \el

are recoverable provided that the carrying .
L4 'N. . . ) M

_ . L. ¢
vegsel has stranded, nunk. burnt, been on fire, : -

or been in collision. (This is '"Free of Parti-

‘cylar Average, English Conditions,” or FPAEC.

"Free of Pércicuiar Avetrage, American Conditions,"

or ‘PAAC is more restrictive, allowing recovery
only 1f the loss is actually caused by one or

more of the spove-named perils.) Partial loeses - _ .

3aused by other perils are not recoverable.

-

"With average'

A more inclusive fdrm of protcctl&n is 'With

Average" (WA) coverage.. Such coverage prote;ts
against partisl damage by sea perils, if the
damage exceeds a specified minimum percentage

(t&picilly three per cent) or more of the value

3-112



of the entire shipment. I{ the vessel has s:randed.

“

sunk, been on fire, or in collision, the minimus
percentége requirement does not appfy and losges from
sea perils are recoverahle in full, Other named

perils may be added to the WA clause, e.g., theft,"

pilferage, and nondelivery. ‘
. o .

-

b. General ad@rgge ‘

A general average loss is one that is deliberate

;ﬁ _ { _ and voiuhtqry 358 results from an intentional sacrifice
. or é?traotdinary expenditure engaged in or incurred by
fmf:" | . the mast;r of q’veséel iﬁ'time of general peril for éhe
T benefit of bo;h ship and cargo-;ntereéts. The bbject
S . of the general average loss must be the preservation

of a part of the venture. Sactifices or cxpenses made

- A

oL anutred for the beneiit of individual interests
B '~ are not general average losses., A classic example of
—- a general average loss is jettisoning of cargo to

lighten a stranded wessel.

. Where there as beyen & general average act on

the voyage, all interests at risk which have been

. 4 saved from loss by the reasures taken are obilgated
.ﬁ‘..' _ ) .to contribute to make good the sacrifices or expenses,

¥ ' . 1} : ;
L These interests; which include ship, freights and

- - : Ln‘ carge, contribute in proportion to their net values

.

—:__ . - ) P -
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at the destination podat or ar the poing‘yhere the
vovage is abtnggpéd. It.ia important‘to note that
those whose cargo was sacrificed also éontrtbnte to
the.loua. Thus, the principles underliing ad justment

of general average are equitable to all parties

fnvolved. The risk of sustaining losaes as a result.

of participation in a general average loss adjustment

is nearly always present in ocean carrisge. It is
;%- ' important that this risk be covered by insurance.
; x

!

"P. Alr Cargo Insurance

|
Ia regard to questions of ‘nsursnce, air transportation
v -

differs considerably from other forms of carriage, particularly

» with respect to freight.
Air cargo, in addition to the air movenent, is usually
handled by at least one other mode of transportation. This

.~ .s». sarzo has also some of the characteristics of express, e.g.,

-

K;gh valur commodities which must be expedited to their
destinatisns. Furthermore, liability conditions surrounding

.. . air carriage are not the aame as for other modes of transpor-

.

/ - : :
e tation. Pertinent statutes do not specify air carrier lisbility

*ror dn rthev place any restriction on the extent to which they

o ) may contractually limit ctheir liability (i.e., vll the air

Pt ) \

- yaybil; or bill of lading). Coumon carriers by atr ate/ ~

/

~——

R therefore governed by common law lLiability and by genetal \
* \
— stacutes which apply to ail‘qarriers. ‘

- Q C3-116 ..
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The general categories of hazards to which alr}cargoumay '

|

o

be exposed are damages resuiiing frum turbulent flighte (cf.

heavy weather in marine insurance policles); loqdm;nd“dimage

due to crashes. (cf. siranding and sinking); damage from cold

. and low air pressures at high altitudes; and loss and damage

during surface transportation and temporary storigé?

Air cargo insurance is often written on an sall-risk- -

basis in contrast to iﬁauradce for other modes wh;ch covers
specified perils (cf. marine insurance polici;syriég{p§la: to@-""Q
éoverage included {n marine.insu;ance, alr cargo p&i@g@es may
contain clauses to¥cover general average losses qﬁ?TEO—exci;de
war .1sks. Unlike ocean cqtriefs, however, airlines often

have arrangements whereby they obtain insurance for their _

shippers. .
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VI. DOCUMENTATION ‘
. . X~ . '
A \ L

T

Introduction

- ¢
- -

v - ' 1

s The importance of complete and correct documentation

Al

cannot be over-emphasi{zed. Just as the lack of iaacporta.
]

.

visas, and other travel documents canfimpede the free transit
o(\yisitora between countries, so will &EProper and insuf-
fictient documents interfere with the ready movement and free

A ]

fio; of.internati}nal éﬁipments. ‘Overseas traders ‘are,
thermioye, tautioned not to take lightly the importance of
. N
ﬁix;munLaLion, as excegssive, incomplete and_inco:rect docu-
me:te may cause grief, expense, delays, and loss of time to
those_involved in domestic trade and tranaportation.

-~

Following extensive efforts by the Department of Trans-

rooration co,simplify intérnaticnai shipping documents,

wember nations and cooperating agencies »f the Economic

“omwission for Europe (the United Naﬁions agency teséonsig}e X —
©international dQCumentaLioa simplification) recently '
ratified che "Y.S. Standard Master for International Trade."

This is_the format for a standard international shipping
éucdmenL, which has the capability of significantly reducing _. 5
paperw ik in moving single shipments o{ cargo from inland
pointf tu foreign destinatlpna.

" The U.5. Standard Master for International Trade is
~ancidercd capable of acting as the framework for all spe-

Lialiggg documents that are now required by any nation and
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for any mode or combination of modes of transpertation. The
document farmat i8 the result of close cooperation between

the Department‘of”Tiansporgatton and a number of other

, .

government and industry interests, including the National
Commiﬁtee of -International Trade Do;umentation and ﬁhe San
Francisco Marine Exchange. h number of associated export
forms have been redesigned to align with }he_new standard
form;t; among them are bills of lading,_deliVEty.instruczions,
arrival notices, dock:receipts, insﬁrance ﬁolicges, cefti-
licates of origin, shiﬁpers' export declaraéions,-draubai#
applications, governmént bills of lading, shippers'_lettersf\
ot instructié% (for air), and commérctal invoices.- Use of
the U.5. Standard Master is not limited to the forms named.
It may be used as the format for any other forms related to

any shipwent--export or import, domestic or internmational,

-

~reakbulk or container, intermodal or single mode.

The following discussion presents an overview of

principa: documentary requirements for exports and imperts.
) . Kd %

‘ternaticnal traders are urged to seek assistance from

- r
»

pe-eranental and non-governmental agencies sﬁghvas Depart-

e et 7

ment of Commerce field offices, foreign fyttgﬁl forwarders,

cnste~shonse brokers, . banws, eic. for detéiled knowledge ; of

\ . A 1;

.

Llical doecurentary requilrements ot '.'ariou;s countries,

.. . Pl e i -

i

] _:‘

7
TR
P .
A se of appropriate commercial documents represents
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ownership or similar valuable rights to goods moving in

1fore13n trade. They—entitle the exporter or legal holder. o :%
in due course to goods at deotinatton. In the event 6£
loses or damage. compensation.by 1nsutan¢e is received - .ﬂ i
instead. Siace docqmenta.may represent lubltancti; values, |
it is impértant that pfoper docuyments bé oﬁtaingd and;f
correqtly,p;épared’to insure thag £u11 and unfentrtcted

title to the goods is . conveyed

R e,

1. Basic Documents

r . -
—_ . - I3

a. Seller's commercial iavoice ' . .

The invoice is a record of transactions between-
sellers and buyers. This document is of importance o
to any third party who may have an interest in or a

~ need to determine the value of a shipment. In cer-

tain countries the commercial invoice is sufficient

for customs purposes, but in others a consular
= o invoice or a certificate of origin must* be preduced

for appraisal and entry of goods. Countries accepting

the commercial iavoice as a basis appraisal may insist

B e | . that the description of the goods on the commercial
invoice coincides with the correaponding category or

deactiption of their active Customs tariff. ' -

Basically, the commercial invoice must provide

ali details necessary for the broper description of
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‘the merchandise, plcked and-dnpdcked, as well as the

terms of sale. The invoice thus7incorporates all

the essential facts about the shipment and serves . -

*

managerial rather than legal or formal purposes.

. .

b. Bills of lading | | ‘ ' ' =
B : : : S h%

(1) Functions ;
Three basic functions are performed by the _{

-bill of lading, First, it serves as a receipt- o -
[ 38
for shipments delivered to a carrier for sub- . -

¢ sequent transportation. Second, the bill of . _1
lading is a contract of carriage between the ' :

3

carrier and the shipper, and as such sets forth

the conditions under which the goods will be

s carried., "These conditions include statements

[

of the liabilities and duties of the parties
to the comtyact (1.e., of the carriers and the

shippers), the person to whom the goods are to

: »>
be delivered, and the amount of the freight i
charges. to be paid as well as when and by whom,
Third, the biii of iadiny 1s evidence of title
to the goods described therein. | .. —
7 ’ . .
H . -
\
\ . e
. \ . ’ _
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Bills oféiad}ng may be negotisble or non- o

negotiable The order bill 1s a negotiable

Ai-i{l

1nstrument and title to the goodo may be trans-

Aol

ferred by proper endorsement. It is frequeatly
[ A
".used to secure payment for the goods at-desti-
- . a‘ .

by

nation. A straight bill, on the other hand, is

CLRPes

non-negottable and only the consignee named in

.
|

the document has the right of ownership to the.\

= R oods specified in the bill of lading.
E:j?“”“'_ : 3) Isepiuce )

It is the duty of the carrier to issue
bills of lading; however, the actual prepara-
tion of this document is often carried out by

*

a freight forwarder or ahipper on forms pro-

— vided by the carrier.

;L a :

) (4) Usage ‘ . )
) 3

Although uniform conditions for bills of

ia&ing aré constantly being strived for, such

8

é;;r;l. _ _ uAifotmity has not yet been achieved. There- -
%%;”;T - _ ~ fore, it is 1mp&rtant-that the bvers;al tr;der =
é. ‘.;_ : "~ reviews the particular bi;k used by the carrier

?g%f e ’ _ in order to have complete knauLedge of the

*
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conditions attached to the transportation of
: - - -

- L N

__huts"g;o_ds. .
Genérally. carriers or their ageits onlg.;.
-deliver goods'}overed-by a duly signed or
endorsed order bisl, Similarly,'Customs con-
5idefs_holders of a properly endorsed bill of. | L

- ' lading to be the cwner of the imported goods ‘ *

and such commoﬁ carrier bill of lading the best

}Lf”' ' . : ; evidence of the right to make entry. ‘Somé v
=FERR ~ . . . :

s _ * : N .

ST - . - countries require validation of the bill of

lading by their ‘consul at the_plaié_or_port of

shipment to give official proof as to the accu-

racy of the specified merchandise.

¢. Consular invoice

Invoices are.not required by all countries and

are not uniform for countries which require them.
. . ’

i f ; Ccnsular invoices must be prepared in the currency ' : .
I : of the country from which the goods are shipped and
must contain full details and description of the

goods exported._'They serve as evidence of the

.

- shipper's or wncer's declaration of value of the
shipment. Consuiar invoices are eertified by the . ' =
. . ) ~. |
consul of the country to which shipment is destined.
‘They must show, in addition to detail's of the goods .

. . A
themsclves, all discounts and rebates. The consular

3f121




—— —_—— = - fmme e el e e e e men e o= fm e .o ——— e e e a= - . . - ¥

. &QW‘B\"

iavoice £$c11gt¢ten customs work at destination,
Ceos e

. .expedites collection of tqxes, and ngvea statistical

 purposes. The shipper forwards copies of the consular

Y invoice ;; the tmpor;er. who presents them to Customs

\\@hen he declares his goods. It is important that
arrival of tpe importer's copies coincides wtth.‘

arrival of the gouds; delay in receipt of documents

‘_may be penalized by Cuato&p of thé importihg countty.

I some cases the consular invoice may be simply
. a copy'of the commercial invoice but written in the '
language of the recipient ;ountry. ﬁore often, how-
. ever, conshiar invoices are complex documents with
very stringgnt requireménto for accuracy in prepara-

tion and suBject to exceseive chlﬁges by the consul.

4. Marine insurance certificate

%;¥44————"~w B An insurance certificate confirms that the
| shipment described on th; certificate is 1ﬁsured
EE _ © subject to the insuring clause or terms of a given
._u . , -7-. Open Cargo Policy (or Fioating Policy). The certi-

ficate does not contain all of the clauses appearing

[ 4

in the Open Policy, but does contain the important

clauses. 1In cases where the b&xfr desires a complete

+

. insurance conttact.f;om tHe seller, he uéually stipu-
e ' lates for a 'policy of insurance, other than a certi-

ficate." In-such cases, special trip risk policies

S e | : . 3-122
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[ . l .. R .
are issued, which are complcte -ontracts by them- S =
. - selves. Certificates or special trip, risk policies o

may be negotiable instruments and acceptable by
. N

‘banks when properly endorsed.
o i . .
. s -

Marine insurance is required ro protect the
cargo against perils of the sea and other risks for
which the ocean carrier is not liable. Similar

—— e s ¢ s

. ¢
insurance i{s available for air carriage.

2. Additional Dacuments

requirements and other coneit: 'ns governiag the export

o TN E ~mmndities, the types and numbers of additional

.. TIPS Devded in e rseab L oBde wiil vary.‘ Hope~
ia ~LER (he ant s Tha T N t I Y SlmpliflcatIOH *
‘ +
P oans uons clidawion attempls by Jarious supra-national
- . G0 nAT L taan swvertameaial and bhusiness agencies, the- ’
: s . '
- ‘ %4 : . ) \
Yoo wariete ‘”. Pacie Jdocuments, as well as ,
- ', _
: Yoadgoe bl docurents, will dimiarsh 1n the not-too-
A

at future.,

e 1oilovine deocyments renresent the common addi-
. 8 : 3
- : 1] - d
S tasfi rec s oyt b aeeded poar the successtuls

?/ transierr of goods in international trade. This list of

t
0

doturents 15 Ny 2 means exhaus:ive,




auth
a. Shipper's export declarstign
-

This document, which may be obtained from the
U.S. Department of Commerce, is required by the
government-of the Uniied States fﬁr export shipments
valued at more than $250. -It‘isluseé'for the compt-.

lation of statistics on trade both with foreign

countries and with U.S. territories and possessions,

-

= and it provides a practical means of~implementing
' ' export~control regulations.
Merchandise (s described on the export declara-

tion in accordance with the various Schedules on

"

Commodit.es eExported from the United States," issued

_;;:- ' | ' 'Statistical Classification of Domestic and Foreign
? by ths Department of Commerce. The shipper or his
agent files the export declaration with the carrier .
(or its agent), except in case of mail shipments,
whén the export declaration is filed w%th the Post
_%:_- nfflcv.'

o. ~validated export license or permit

This document permits the export of a product

ar eaterial, It is normally demanded when a govern-

ment exercises control over its exports for any

= reason. These licenses may be of a peneral nature,,

- to caver exportation of certain commodities to

3-126 y
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- for specifically named articles to specific destina-

BEST COPY AVAILARLE
'gfvén countries of destination, or individual licenses _;g
tions. Reasons for the use of export licenses are: : _;
protection of the health or welfare“of a nation, an
.industry, or agriculture, or other national produc-

]

tion.

Seller'g bill of exchange

A bil} of éxchanée or draft is a Wt{tten order ,
for a certain sum cf money, gd be transferréd on a
certain date from the person who owes the money or . -
agrees to ﬁake the payment (drawee), to the creditor |
to whom the money is owed Gthe-drawer of the.bill);

Bills of exchaﬁge_or drafts are fhgymost common ' “
methods of j-vment in international trade.: These .
hrils pravide decnmentary evidence ‘of obligat}on |
w}ihnh; requiring.either exporte;s or importers to ’ -
sustain the entire f@nanéial ourden of the inter- -
national sh.pment,

, Acceptance of the draft represents an acknowledge-
ment of the ‘obligation. Use of this instrument faci-

iitates iaternational marketing bv providing: (1)

el

dbcumentary evidence of an obligation that is readily
transferabie and (2) def:nite or determinate'maturity

ri o the npliligation.
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A draft with only a letter of instruction and -

T

no shipping documents such as ocesn bills of lading,

insurance cergtflcateu. etc., is known as a docu-

i

mentary draft. In 1ntern¢iion¢i trade, the documen- ' -

tary type of draft is employed almost exclusively.

(1) sight draft

. o The drawee is required to accept and pay
_the draft upon sight or presentatién. This may |
mean that the,draft will benge payable prior
ST . . to arrival of goods abroad. In some countfies,
it islcustomary for banks not to present the
drafts until the goods for which the draft has

¢ been drawn have arrived.

-

"(2) Arrival draft - . .

P, X . B o <
= e -

e . -

el S Use of thi¥ document calls for payment on

arrival of merchandise. It should be noted,
though, that the absence of a definite or

a
ascertainable maturity date renders arrival

drafts non-negotiable in many foreignibountries.

Hence, it is better to use sight drafts together

with ingtructiops to banks to defer presentation

of draft until arrival of goods.

3-126
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w7

This document calls for payment on a speci-
fied'dqte, or & ypecified number of days after

\\;\ a given date. This type of draft is in no way

S o tied to the actual movement of goédl. and is

¢
considered rather rigid and inflexible.

d. Foreign excHange certificates

) : : : §
In certain countries special permiﬁaion'must be
PO obtained in order to engage in transactions 1nvolving
. N
T . - foreign exchange. Certificates or permits of this
. nature enable the holder to buy or sell goods abroad
T and to make or.receive payments in foreign curreacy
N. | or in the currency of the country: granting the

certificate. & Co !

Miscellaneous documeﬁts
—_-—_'-—-————__

o

(1) Delivery permit

. 3 .
This permit is issued by a carrier, its,

- agent, or a port authority for the purpose of
authorizing export-destined cargo to loading

'pierof

-
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Dock receipt

\

This document may be issued at a port‘as
an interim bill of ladtng, as documentary E
evidencé of the physical transfer &Qoods from
the shipge; to the carrier. Observable damage
to conthiners or contents, innc?uractes ir
quan;ities and numbers, and othe¥ irregularities,

are noted on dock receipts following eﬁrmination

N—
of cargo. . “
¥ o=

Tentative dock receipts are issued whea
shipments are delivered to«he pler in incre-
ments. The temperary document is then exchanged

for a standard dock receipt upon completion of
T
“port-delivery" of the entire shipment. -When

v
»

gaods are subsequently loaded on board ship,

. the dock receipt-is replaced-by a bill of

iading. - ' .

Certificate of origin

This éertificate is demanded by a number
of couptrieg. fThé cert;fica;&:of Btigin is
required as a separate document, when inclusion
of information as to the origin‘ef goods on the
consular 1nvolce does not satisfy éocumentary

requirements of the recipient country.
]

ol

1
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- The certificate of origin seeks to deter-

~ mine the actual origin of the artic{gg bging

i ' ] eiportéﬂ in order to evaluate the proﬁkiety - . .

of their import by the- receiving country (e.g8.,

applicable tariff laws and othet pexmisaive_or

-

restrictive provision#).

é.: ' , Many'local Chambers of Commerce perform
. services for their members in cerilfylng_a§‘£b _

the origin of Ehe'éxport shipments.

;) . (4) Warehouse recexp;/’/// - T SR

This receipt confirms storage of goods*

,.-J)IA

It guarantees delivery of the goods on demand,

\F - (subject to Customs permits for release, in ‘

case of dutiable merchandise) from bonded warg-

‘ héuses. Hence, the receipt is evidedqﬁiof' ' e

) '; ownership of the goods which may‘be transfefred '
= \ . by endorsement to a third party. Thg?efore, ' e
. - e
- 1 warehouse receipts can.be used both as é?ilqt:

eral for loans and for the contreol and d;recé;on '

—_— of deliveries. - ;{ S = | L
- C .l Imports -
- . 3 - _
ff;{ LT | Knowledge and appreciéiion’of documeﬁég;y'requtrewent;

for imports are no less essential than for exports. The. -

"o 3-129 _ f -




A

present discussion will be limited generally to documentary

‘information for U.S. importers.

1'

-

Definition of Terms
—re————

Before describing documentary. requirements for

importers, it may be helpful to review certain termin-

ology relatéd to imports.

b,

Ad valorem

A

4~

This term is used in connection with the

. A . .
" assvssment. of duties on imported goods or commodities,

based on their value, as opposed to "specific duties."”
ad valorem assessments are usually expressed in per-

centages ,of the goods' value, e.g., 5% ad_valorem.

\

_Anti-dumping duties

. These duties may be levied in addition to regu-

—

lar-duties on dutiable articles. Such additional

countérvailing duties are designed to offset dif-.

. - A
ferences in merchandise prices between foreign mar-

ket values and the prices charged for the gsame goods’

when sold for exportation to the United States.

-

-

\ -




(O
-

%&:;__.f - An evaluation of‘tmpGF{:d merchandise {is made

to determine dutiable or free status. Dutiable ad
valoéem deterpinatlon Tequires appraisal of such .

: merchahdise in the manner'designaped by cu;&oma
offtcials (e.g.,‘éncertatntng quantities of merchan-

dtse,,accur;cy of invoice, and deccfiption of mer-
chantdige for- duty-levying Purposes).

d. Bonded warehouses N

. . Importers; are permitted to delay payment of
- duty by defgfiing taking possession of imported mer-

chandise. Hence, dutiable imports may be stored in
bonded q;fehouaea, which provide certain advagtages
.-corQ§5ponding to fo;eign traae zones (see below).
. Depending on the nature of the bonded warehouse,

-

= - importers may be sauthorized‘to clean, sort, repack

O * or otherwise change the condition of their mer-

chandisge while the latter is being held in bond.

§ Bonded warehouses are required fo be undef
::w | bond satisfactofy to the Secretatry of the Treasury.

:ij The%g Qarehouses'are supervised by a Cugtéms Officer
%f\\y : : « who shares custody of all stored meréhandﬁle with ’

R the proprietor subject to detailed customs regue———""-

. lations.

;jiulnll' - c. Aggr;iaal of mefchandise’ | '_ BEST COPY.AVRHABLE f:
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Withdrawdl of imported merchandise from bonded

~ warehouses 18 normally authoriiZed for conéumption

(upon payment of import.duties and accrued charges),

T

for transportation and exportation, otefor transpor-

tacion and warehousing at another port.

Customs values

For imported goods (subject to .duty on an ad

-

valorem basis) the following definitions of values

apply. |

(1Y Fxpnrt value

This is the value or prite of thg goods

(at the tire qﬁ_exportation) packed téady for .
shipment to the United States, "at which such

or similar mercaandise is freely sold or offered
for sale in the principal markets of the couptry
vi exportatién,‘ip_thg usual wholesale quanti-
ties and‘iq the ordinary course of trade for
eiportation to the United.States.'" Use of

. :creign value (aiso referred to as alternative

vaive) duty detérmination {s now limited to

special exceptions as specified by the Secretary

oy Treasury, >~~~ —— —— -

3132 . | .
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(2)

3y

[

United Statei value

»

o _jThis value ;q'equal to the price (at th{ ;
time of exportation to the United States) of -

.

merchandise at which suqh.or'stmtlar he:chandisg

is freely sold or offerﬁr for+sale in the princi:

pal markéks.of‘the Uni €e8 States_fdr domestic
.éodsqmptiba. packed ready for delibe:y.;in ﬁhe'..
dsu;1~wholesé}e quantities and in the ordina}y .
course of trade, with alf allowanceﬁiﬁadg fo;

various expenses such as commissions, transpor-

tation, insurance, custom duties, and taxes.

Constructed value
X —.
N .

. / \ . o \‘\;" ‘ . P ) -
}///\ This is the sum of cost of materials and

/

for shipment to the United States.

&

fabrication at time preceding date of exportation, .

which would normally allew the production of that
o , .

merchandise in the ordinary course of business

- .

- plus general expenses and profits usually

'charged, plus cost of containers ‘and all other

!

expenses incidental to preparing merchandise -

-
-

r3

(4) American selling price

¢

This price may be applied in-certain cases

to equalize costs of production when the rates

3-133
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‘of duty-do.not afford such equalization. The

sale._brice that normaily applies; Lf such
impqrted goods were sold gor domestic consump-
‘1‘ _.v ~ tiom inlthe.ordinary cpurse of trade at the
tiﬁe of exportation toiihg Uﬁited,Stateé.

¢

N

..
. .
’
i . . ~

f. Drawback

This term is gpplied to total or near-total
§

‘reimbursemeni of .customs duties ‘paid on tmported
merchandise hhicﬁ it re-exported br which is }ncpri
poréted in a finighed article destinea for export.
Hence, drawback is the refund or restitution of any
duty paid or any tax levied. The general purpose
Ef théAd:awback is to equalize the compegitive

.. o " position of the domestic producer in export markets

with that of his foreign rival. The time limit for

2 obtaining dréwback is three ycars from date of

,i: irécrtatioq. |

o J Cer:ain imported articies when not igportcd for
E?;_” - : sale“or for sale on approval may be admitted into the

United States with ut payment of import duties; fur
exanple, samples of merchandise for taking orders.

Drawback provisions do not apply on such éxempt
L. I e . *

articles.

3-136 :
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Import duties
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These 'are taxes or fees assessed on goods passing

<

into a 6ountry. Duties are usually assessed on either

¢

an ad valorem or a specific basis. : . -

Import license’

This document permits the import of merchandise

ih:o’g country_where_éuch licenses are :équited._

Import licenses vary for diffeteét'products and

different countries. _Their issue deperds on the

needs or requirements of a government that may wish

to feStriet or Cnntrni‘importalionﬁof any given s
~article.

i

Import quota

For cergain gobds:the volume of imports may be

- .restricted. Import quotas affect the amount of duty -

* fayable on Such imported products.f After the pre-

determined volume of imports is reached, additional .

imports during a designated period qf timg ;re'sug-'
'jéat to hiﬁbgf rates of duty. - ‘
’ There are other quota proviiions tha; reétric?’
the absoiute quan;ity of certain products tﬁ.be.
impo;ted_during a given annual period of time.

.y

o
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Pro forma invoice

Thi; is applied to a skeleton lnvoice, which is
qsually sent~1n advauce of the regular invoice for:
the Customs. clearance of goods.  The purpose of th;'
pro forma in-oice is to acquaint the importer and
government suthorities of Lmb;nding imports wtth_
approximate weighti. qulqtittea, and valueQ of the
merchandise -being imported. Pro forma invoices

assist. foreign buyers in obtaining an import licenmse.
gpggift%\juc ies '

the sh;b mu§t occur within 48 hours. *Similar customs

k.
"Taxes or fees levied, cr calculated, on the
basis of weight; measurement, gauge, or other mgasure-
cf quantity (e.g., so much per unit of weight) are
known as Speéific duties. Such duties are in con-
‘tr'ast to ad valorem duties, which are levied according
to value. | o K
Entry )
All arrivals of ships at an American port (from a
foreign.country) must be reported by the master of the

‘nearest customshouse within 24 ‘hours, Formal entry of

i

»

arrangement§, but with accelerated time schedules, are i

made for integpational aircraft. L
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a. Entry of merchandise

“Entry of merghandfsé’involqes%procedures nec-.
essary-for:clearing 1ﬁported.items through U.S.
Customrs Qnd cert&in documents necessary to obtain
possession of such goe?s. It should be borne in -

mind that, although customs oificers will aséist

importers, actual entries of the goods must be made
- . .

by the importer or his agénc. Genératly;,such

entries are handled by customshouse brokers working . R :

on behalf of the importer. These brokers are &

a—

knowledgeable in their field to the extent that they

e ~can handle the entire customs transaction and secure

release of the merchandise by customs officials.

b. Oblirations of the consignee

Fntry requires the consignee te declare the o
Gl value of the imported goods, to b‘ndicate the rate

- of dutv (if any) and tarirf classification of the

merchandise, and to designate the manner of d{sposal

nf the goods. In the event an imported shipment

s been sold or quoted i1n foreign currency, the

satry must repart the value in dollars according to

T . the daily conversion values of foreign currencies .
R LT , L. % .
Ea : pubiished by the Federai Reserve Bank of New York

.

&
as of the date of exportati-n.

R 3-137 -




¢. Types of entry

(1) Consumpt ion entrx'

(8

f@ia engry.delignutel the consignee's
intent to dispose of {mportad merchandise
domestically. Under this type of entry, a
deposit is made at thb-cu{tomshouqe equal to
the amount of estimated 'dutf. Ad justment in.
duty payment, so a@s to c&rteaéond to ghe exact
amount reqﬁired, is subsequently made.

_ - , . o

"(2) Tranégortation entry .

Thia pefmits merchandisc arriving at a
.'partieular u.s. éort to be transported (in bond)
to other points of entry. This i;pe of entry.is
. also known as an I.T: entry (immediate transpor-

tatina in bond).

L]

) Exportation entry

' ~ Merchandise which is re-exported from the

port of arrival in she United States is entored

~under this method.

(4) Drawback eptry . .
i

This is used in connection with claims for

KJ

3138 A
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_ drawback of duties paid on merchandise originally

imported into the United States and then re-

exported; perhaps as an integral part of another
product produced in the United §tates,

a{5) Warehouse entry

e ¢

This permits goods to be placed in a bonded

w

warehouse, with.paymgnt of duty deferred until

such time as merchandise is permanen.ly removed

from warehouse.

2

Documents Rqﬁgired for Entry and Releasge

The. importer enters the merchandise and obtains
rele;se of goods by filing the following documents..
In the event any of these documents are missing, the

pesting of ponds is required.

.

-
»

-.d. Special cystoms invnice
|

1f the value of the gbods for which entty
. 4 . s
is sought exceeds $500.00, and provided duty is

assessed on ad valorem basis, filing of a special

-~

- custuvms invoice 1is normally.required. This type

of invoice is not required when shipments arc

b

free nf duty or when subiect to a specific

(not ad valorem) duty. The qowmercial invoice

[ 3’139
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spbstitute.\

[

b. Bill of lading (or air way bill)

- ¢ ]

See discussion under Export Documentation

' (above).

.¢. Lonsignee's declaration

. ﬁvery'bona;gnee of imported merchandise must
iile a declé;ation specifying whether the goons;are
, _ . imported in pursuance of a purchase.on aﬁ agreement
;5;- : . to purch;se, or whetﬁér otherwise imported. The
declgratiqﬁ must further céttify tbat'ﬁ}iceé and

: ) all other data contained. in the invoice are correct.
. . ]

4. Additional Documents for Entry and Release

connection with seeking entry and re.ease of imported

= merchandise. ' »
= - +

é;t_ ) a. AnaLysis of inspection certificate .

— B . . . This document may be required in connection with

*

certain kinds of goods. It testifies td prior

Lo, ‘analysis or inspection of goods. This document may
= _ 3-160 E
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be requested by an importer for his protection. The

U.S. Goverament demands such certificates on certain

imports related to health and public velfare (e:g.;;

cosmetics, drugs, and food products).

’ -

b. ‘Carrier's certificate and release order

PR -In instances whe; the imported merchandige
arrives in the United States_aheadmof the'nécessary '
' inport documents, release ;ay be obtained for the
goods through é%e use of Carrier Cer:ificate.and ' ’
Release Order forms. These are issued by carriers

T on bank guarantees given on behalf of the importer

or on the basis of bonds arranged by the importer.

'l
by
»
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: --.',.vn 'EXPORT PACKING PAcmmc. ‘AND MARKING

)
a4

Understanding of adequate packing and packaging methods is
necessary in.maintaining foreign ;arkets. Goods prepared for

,3hipment abroad’ must be adequately packed in order to give reason-

e

able assurance of their aafe arrival at the ultimate destination.

. t

A. Basic Considerations .
%i;‘; : - Generally, packing considered to be sufficient for dow-
- - . r y *
e, . '+ #stic shippipg is not stréng eilough to withstand: the rigcrs
Bk Coof Export shipping.
:‘_::F - S . ‘o . ] . e S i
o | \.l. Factors i
L ’ o ) .
‘- . .
o There are more handlings in export shippiang than in
domestic shipping, and these handlings often occur under
4 . N less tavorablé conditicns. Some of the factors relevant

EEE o ’ to thejmany‘bandlings of export shipments are listed

e
- 1 ’
= . »

a. Assembling and packing

- .
’ (3
- .

' . : 8 . .
o : . The quality of assembling and packing merchsndiae

at the.prbducerfa plant itself must be considered.

.
[ 4

¢

b. Loading

Loading, stacking, hauling, etc. 1nvolved'with

3142
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-

. rail or truck tra&?portntton to the port atéfiﬁportant

factorl in determining propttety of ptepnring gpodg S e R

for shipment.

)

i” , . ¢. Handling - . : ' e
[

Prepntngion of . goods for shipment alsowd;;éhdj'bn

_the type of handling goods are subje ted to while they . -
are in warehouses, at ports, and unger the contfol of

loading and discharging carriers.

d. Movement

The rigors involved in the on-movemgﬁt-of_géode in

. ~ the foreign country of destination, e.g., raél; truck,
) or barge, must also be evaluated. B ~
é. Customs processing »

The nature of customs procesbing to whtchwgébda - -

are exposed by the country of import affect preparation

m..—....
e

-J. R
e . . : ¢
e ' £. Climatic effects o

. - ey

The effects of different climatic conditions,
e - including changeu in temperature and humidity;'must
likewise be considered in assessing appropriateness of

preparation’

d 1
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EER 2. “Special Problems - “‘5‘ Q,Q‘? S .

" Some of the specisl problems associated with export

14

packiné are water damage, breakage, theft and pilferage.

[

Recent insurance statistics indicate that, as a percentage

-

of total claips for losses by foreign traders, these causes
. iﬂ'tggresent approximately 13%, 19%, and 20% respectively.

. “Therefore, adequate packing techniques are imporf:nt.

T o 3. Legal Considerations

Legal aaﬁecfs must also be coqltde}ed vhen packing

for internati{onal shipment. The packing of many commodities

{e.g., coffee bags, tea cases, and cotton bales) exported

_ from developing countries is subject to specifications in ,

detailed international agreements, and many shipping lines

will refuse these goods if packed otherwise. Packing of

.

dangerous goods {8 also subject to camplei rules which must

- L 13
be followed. ;

< ' : 4, Two Basic Rules . ' .

-

e ~ Two basic rules apply to export packing. First, the
- - exporter should solicit from his customer complete specifi-
- , &
cations for packing his order, what cli@tic conditions it

_dmﬁst withst'and, and the manner in which duties will be

. . 4.

JRCAN —
- .

=

levied on the shipment. These instructions should be

supplemented with advice from sieamship companies, ‘insur-

L ange“udderwriters, export freight forwarders, official

TRIC S T aee




'{. .; { - _  — ';'-éﬂﬁdCD?tﬂWHﬁﬂ“Uif"

reports and’;- if neceasary, special sxporting consultants.
Second, exporters should test the strength of various
styles of packing befptc shipping. Customers should be .
e ; .

asked to furnish information regarding the condition in

uhich'past shipments have Beeq received, and tests made

14

'hgcordingly._ | ' ) .

] | 5. Packigg Reguitemgnti
e B , The queatiﬁn of the "how" of packing néeds gb be
;5.-' : ' | thoroughly examined. Export_pucking requires caaipgs
strong enough to w?shatand shipping hazards such as pil-
— 1 | ferage, rough hanﬁling.tdampqeaa, corrosion, and crushing
Qeight, while being small or light enough to obtain lowest
shipping rates. In addition.'packing to insure fh lowest "
possible customs duties at the receiving end is a c wplex

task.

;;%;—“—"““ 3. Packing for Export . _ ' L _ —
L. quf'Loads - _

;;;.. | . A very important concept.in pl;nniqg expof: shipments

??,‘.' » i; "uagtizat on." Large loads are lclffltkely to be

- o | damaged than malief ones, nnd-may ‘1!? result in lower

freight charges per uqi; of nhipmént,/t.e., chippins ' _ '

exgpnsps.téh to be‘}eoo.whén the merchandise ig packed so

-t that it can/be handled mechanically,/ The unit load wmay
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take several forms, and it mly be ptepured eiﬁher by the

' producer or the exporter. or by an exporc packer or fretght

A Y

forwnrder at the purt In the latter case, goodl are tlkeq

off the domestic packing Iine'thd sent to the port as a

routine domestic shipment wiih some snvinga in ahipping

and packaging costs on the initial inland journey being

- realized. The ahipment is then consolidaqed into a unit

]
-

" load for sﬁipmenc by the export -packer. o o

A unit logd may consist of individval domegtic con-
tainers placed'inside a cleated plywood, nailedbwood, or
other auifable export case. Or it may be made hp of a

L 4

number of dowestic gontainers_which have been palletized

.and whlﬁh, therefore, require meghnpieal handling. Another

.approach which is increasing in popularity is so-called

"

contaznerxzation, w‘hch involves the use of large,
eniform, metal containers for which special mechanical

handling facilities have been designed.

a. Pallets ~

The pallet load is one of the moat 1mportaet and
. simpléat'fqrﬁs of the unit load. By packing joodu on
6allets'so that they'can be handled mechanically at'
every stage in the transport and dlttttbution chlin,
costs can be substantially reduced, and the risk of
damage and pilferage is 1ell.,'H08tllhiPPtﬂg conferences

give A freight reduction for palletl%ed traffic,

[ 4
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amounting to between 5 and 12 percent accardlng to the

trapef Not only-do pallets'}end themselves to door-

- to-door, throug; trannport bug thetr';izé fncilttatel
in-plant-movement The pnllet may start its journey
at,the\end of the aoaembly line travel 1ntact. and
géhe to rest in a final buyer 8 warehouse,

Pallets.mny be of atgndgrd‘ttze, oY deoignéd-
aécordiné to apecifica:ioﬁslcf the exporter Pr.the
‘buyer. Compared to contaiqera,_pallet loAQQ'n:e much

_smallet.._thus, the equipment needed to handle_them
lis much .iess sophisticatéd and less expenqivg. _The
mo#t'ecopoixcal }allet load is four to elx_feet tall,
Qeighing_betweén 1 and 2% tons, and can be lifted by
fork-1ift, pallet-truck, or jack-truck. g

Wood 1is ;hg'mést common material used for the.conf
struction of pallepé. ‘There are a number of steel ' ©oN
pgllets ar well, shé there is growing 1pt;rest in g /'

pailets manufactured from plastic and cardboard. o

e

Pallets may be through-pallets (re-usable) or one-way e

L]

(throw-away) ggllg_s..

The so-called. through-pallet is one that completely
Hfulfilln.ita intended funct{pn. that 1!. it follaws the : :
me;chandise from the pfoduct?on line through all s;of- C
. age and ttansportutlon operations to ftnal delivery.

This pallet must do aervic.; in & number ’of external

. snd 1nterna1 operatinns and muat, therefore, be durable.
{ ] .

»
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e&b obtain full utilization of a through pallet, it is ‘ '
1 .
* 'important that a shipper attempts to make salés on the

»

baqis of coﬁplgte 6;11et loads. A pal{et 10.&,'of'
_course, need not be composed 6f only one i;em;"t: may |
pe a mtxtufe of different pﬁoductu'aa long as they can . =
be pfééed together on a pallet; ' ) |
‘The  one-way pallet, on the cher hand, s made of 4
. 'rﬁéhér";tanty wood or cardboard, and is designed to |
.Last for only vne trip. It is ofteﬁ designed as an e ) é

®

integral part of the package and is disposed of when it

‘ -\

has served its purpose.

b. Containerization : o B .

’

- R : ; Contaiherization is the most important development
in unit loads in recent years. Containers manufactured
. . from heavy steel, aluminum, of plywood, are now gvailag}e
for shipments to many parts of the world. They are .- . .
fii_ﬂ' o “large enough to reéexve shipping units of considerable
size, but conscructed_so that they can 'be aafei} stowed
either on .leck or betyeen décLs of the ivergge ocean

vessel. Some are designed for attachment to chassis

= for movement as semi-trailers on land; others move as .
complete semi-:raller*‘in toll-op, roll-off operations.
. 3 ’ ;

- steamship lines now provide containers t2 shippers,

and pick-up and delivery within reasonable distance

of sieamship terminals. ‘There are, in addition, inter-

L 3
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. modal lsreementa which provide thron&h-contniner gervice o

from inland point to inland point.

*

Packaging for Export ) - ' - -;

L4 . . —

Many factors enter into the puckaging decision of a
patiicular_product for export. A number of questions are

rélated to the natute of the product. Is it breakable (e, g.. | o : .y

e

bottled goods, glaalware machinery)? Is the product subject

3

to humidity (e.g., hygroscopic gocds, such as arrowroot, paper, . -

or potatoes)? I8 the product subject to tdint (e.g., certain

foodstuffs} paper, cork, cigargttés.and~cigags,‘wh;ch are ;

. "' | susceptible to betng_tainied by'bontact with other cargo)? _1Is | - -
= .A. the product sub ject to Qermin (e.g., flour, grain, skina; or’

= : nuts)? Is the product sublject to pilferage? Questions such

as thési provide a.startiéé point in selecting a package in .

which Lo export a particular product. |

.

Sl | Tybes of Packages

Yy

-

a. Corrugated boxes

.

géz¢} . , These packages have improved greatly in recent

*

years and can now be used to ship many products over-

13

£2

seas.

It should be emphasized vith‘regnrd to the use of

corrugated cartons for export shipping that only those

?17 o . " .especially designed for exporf purposes with high

-
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bursting and wet strength ahouid be used., Of all S

containers which fail in foreign commerce, the normal

l -donelctc type of corrugated container is probably the

i

worst offender. With its lack of stacking strength,

ease of puncture, susceptibility to moisture, and the

et

- fact that the load must support the box, it is generally'
unnnited for export use. Corrugated boxes with a

bursting strength of less than 275 pounds per square .

EO inch should never be used for overseas shipment.
: Tripie-uall corrugated boxes are strongest and
even have one advantage over wooden boxes: they ard

more resilient apd cushion the contents agsinst shock.

Under_certatn.weight condittons, corrugatuu|tl'equa1 to 'E
- one-half inch of plywood. Corrugated boxes can be
ff o sttengthened.by wood framing. Reinforced tape or a
full glue flap at top and bottom should also be 6§ed.
Whenever possible, an expo§§er'shou1d 1puute a tight
pack in éhe corrugated container in order to prevent
T "cannon balling' of one item agaiast another. - v

There is, however, a relttively.“igb potential

for pilfernge"rom corrugatea boxes, Some 3uide1£nga

to prevent this are:

-

;;. (1) Load and interior packing

Make certain that the load and interior
B : peckihg ouppért the container walls to mrevent

i o _ co’lapse and subsequent invitation to pilferape.

3-150° ' o | o
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(2) Strapping arst LOPY AAILIBLE

Employ strapping around the girth and over

the ends, so chit if the contatuer fails the Eon-

tents may ramain intact.

(3) Sealing of flaps

_Make certain all flaps are fully glued so

that bilferage can be accomplished Anly by

destruction of the case. -

|

(4) Burlap overwraps

L Avoid burlap overwraps which can easily be
pilfered and then sewn,leaving little sign of.
v | _ having been disturbed. |

b. Plywood boxes

- o

Plywood boxes are gaining in popularity as export

packages. They give excellent protection nﬁptnqt

punctures, are-sble to ouppbrg.heavy stacked loads on

éop wxihout collapsing, and ;re virtuilly pilfer-proof.

;;“:‘ ' | : "ilrhe increased use ;f plywood began'vhin shippers '

Tealized that packege strength was properly placed in
kN )

237" L ) the framing, not the skin. By using plywood instead of

slatted wooden boxes, Loth weight and cube are saved.

e . 3-1%1
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Another advantage of ?he plywood box is that it can be

‘aterproofed at the joints and easily ilned withs

R moisture barriers. ~

LY

-

c. 'wooden crates

' ‘Wooden crates may be open or fully sheathed, and . ‘ _

are best for heavy and bulky objects. Framing must be

tﬁ:’vy enough to withstand the pinching effect of slings.

SR ' Some exporterp‘have found:tt profitable to iﬁlp large

J,’ !’:!!

objects, such as re:rtgeratofo, in oper crates sheathed
only in a transpareant polyeater shroud. 'The handler
. -J . can then see what i{s being moved and can give it the
required ca;e. |

x _" : C Ia regard to wooden boxes in general, and where

the product permits, pack individual ftéms in such
combinations as <o create a container large enough to
preclude casual manhandling. This is & wejrc step ;

— o touafd eliminnting-container-fnilure'through mishandling,

and aubagquent-pilfefnge.

U

?f?' ) -d. Wirebound ‘boxes and crates ', v

N

s The vireboun& container, a very old freight-

= - - packaging technique, is emergipg today as an important

means of containing and protecting cargoes for export.
Its primary adv‘ntugen‘q‘e durabiitty. low cost when

mass produced, and light-weight. ' Wirebounds, hqwéver.

. ~
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should not be used for youds that will be damag.d 1if

i

i, i

the box {s slightly twisted our of shape. Wirebound

‘ .
HE|

contsiners lend themselves easily to mass production. .

Once--& container has been designed for a particulsr

1
“ i

item, it can theq be mnnuigctured in large-quantities
for delivery in Knocked-ﬂown form and readily assembled..

Mechanica}l wirebound caonab}y can also be built into

the regular lluembly'llne-procecg. However, they are‘
ﬁf;:i N - seldom the low cost choice far exporters who tequlri.,

" “and have, ltorgge-lpgée for quantities of less than

:f: N - 50 knocked-down crates of the same design.

| Regarding theft and pi}fernge. 1nter19r pecking
:;:;"_ thch conceals the nature of ;ontcn;l_lhoulg be used.
| Twiated wire closures which must be cut or broken in
= : _ order tr opened sh;uld also be employed.

-

e. Multiwall bags

_________ While these bags have proved themselves useful in
domestic shipping, they face additional problems when .
used for export, Foreign-ttevedorea, accustomed to

burlap bags, tend to seize multiwall bags by their

.; . "ears,' with subsequent teacring and spilling. When .

»

goods are such that they must be shipped abroad in

‘multivall bags, the remedy for this problem is

;f: . palletization.

1]
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. £. Bales

“Bales transport well, but are easy to pilfer and
are apt to be dnmaged by hooks and vater. Théy should

be wrapped in waterproof covering, snd.ears should be

_provided on the corners of small bales so that they can
be handled without pookq. Bales weighing over 300
pounds are likely to be hooked. At 1eaac,§dur tenuion
bands should be used around each bale to gtv; it

strength, ' .

T , . With respect tb pilferag?. it is sometimes - -
| recommended that a maximum uumpag.gf straps be used to
— o make extraction of an item difficult because of the e
pressure. Colored twine closures can also be used,
:%; o which makes re-sewing difficult and tncreahel.the chance ' ,
of detecting pilferage. On foutes where pilferage is

kaown to be high, wire mesh can be employed between

the bqunp outer wrap and the steel strapping.

e 2. Theft and Pilferage : . e
e . | . ‘ X .
There are some genaral guidelines npplicnble to all

:ypec of congainers which help minimize. theft and ptlfernge.

' ' Fiﬂht. the W:‘ of aecond hand materials should be avoided.’

Initial container strength has often been lost. Old marks,

cigns of natl pulling, and ¢thet handllng scars alzo make

concealed ptlfernge hard to detect C Second, load ltnitt

-

. not exceeding those recommended for export should be used.

o .\) } V . . , “ .
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This tends to winimize lhipments which heve been weakened

\

by over-loading and are, thus, ripe tor pilferage and other
"damage. Third, study the possibility of palletizing and

using cargo -hipptng.oontniners.; When,eighef iy;tem can

. be used continuously, and preferably door-to-dpor, theft . \

Py L]

- ' and pilferage are greatly reduced. Fourth, when steel -
' strapping is uscd, consider employing embossed strap seals

_§§f~- e carrying some identifying code, so that if atraps afe-opéued

and then re-sealed it can be detected.

.
- \

3. Water Damage ’

. g Y ¢
Theréhaxe also some helpful guidelines to reduce this .

v - N '

problem. Special chemical rust inhibitors which may be
- . - applied to metal surfaces ar: availabie. Some dry to a
« hard protertive coating that can be easily atripped cff, "

. while nthers must be .Ieaned off with solvent. Some type
. * 4 N
' of barrier material, resistant to water and which can be

. »
v

sealed with water-proof tape can also be usgﬁ One caution
-an 82!

= .. e - . .

wtth'regnrd to water-pr%Pf barrier material is that it

- ; 'should not be used with products that themselves give off T o

&

noisture. There are also desiccants which absorb water.
- . d -+ . L4

If put inside & container, whicl alsc has a_barrier material

'
-

protec:iﬁg it, they absorb any watdr that might be inside ’

already. Desiccants are especially useful with non-metalic

goods that cannot be coated directly with inhibitors.
volatiie corrosion inhibitors are also available. They do

;i L .- the same job as inhibitors, by giving off & vapor that

Q - .

=ERIC : 3-15%




4.

e e e = LT rimnetr e et - e . et - R T D At R T T Lol s gy e -~ x—

ooyt S S st gl SR e gl U oA A e

et‘ST_ COPY AVAMB\E o o =

protects surfaces from water damage. '
a3 .

B 2 B

Packaging for Air shigggnt

The rapid growth of air transport has raised many
opectai questions with respect to packiﬁing air freight.
The main packaging factors to be conoideredlare veight,
strength, dinension limits, and weather resistance. !
Because of the high cogs-of air freight, the weight factor
is probably the most important. o | ,

One point to note is that air shipments often have to

withstand wide variations in climatic conditions which Tust

" be guarded against.

Generally, less robust materials and m thﬁda for
packagipg of ii; freight may be uieq, Some goods which
are fragile and :eqéiré special handling may be carried on
a flat pallet or in a skeleton crate with only a plastic
covering for protection. nghtﬁeight packing materials
are usually less costly, and less material is generally
used. Thus, considerable cost savings can result. In )

some cases, savings on the packing ui sophisticated pro-

ducts more than piy the difference between the costs of

}

‘surface and air freight.

‘_
However. more consideration mult be given to the

poa;.c&lity of crushing very llghtly packed merchandise.

\‘y‘

3-156

1
1



D. Marking and Labeling

1. Laheling of Individual Package
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Care and attention to maintaining cledi and durable marking
and labeling, together with proper packing._ptlpgwgghgliminate

damage and loss of goods during loading and unl_ading, insures
that goods get speedier clearance through cun;dul;igng enhances

the reputsa:ion ot the exporté}_viih foreign buyers.

Steamship and railroad companies may not qﬁéibtﬁireigﬁg

unless it is legibly marked with the c:;y_of destination along

with the country of destination. It { tnporiaﬁé,inlto, that

each_package bhe {dentified with the marks and nﬁmbg:l appegfing
on the commercial {nvoices and other export décuments. A

record should be kept of the numbers used and a different..

number should be given to each order.

" Customs regulations pertaining to the labeling of
variéus kinds of imported goods are detailed, definite, and
strictly enforced. Most countries, following the lead of.
the United States, require goods to be marked with the |
name of the country of origin. Prequently, custoss rcgh-
lations of foreign countrie- require that the quantity and
measurements of gnods be marked on the outside of packlges.

. Fines and penalties are assessed for violations of thege |
regulations. These are-especially heavy if customs |

officials feel that violatfonz are deliberate. These

3-157
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,*{rn costs are u\poud on tnporteu. but IOlt inpor:crl

—

..gn-ist that -exporters make reatitutionm, relqlttng in delay,

-41l-will and additional coats.

——

Customs zegulations of most countries also are strict
wibh regard to the labeling of individual packases.
=£xporters can protect themgelves by carefully exantning

-che regulntionn of the country of delttnntton._ Agatn.

-

heavy fines may be incurred by mislabeling. It way be

L4

useful to solicit 1abeling instructions from conligneea, ‘

?

and to follow these carefully. .

The consignee may also have particular rﬁquitementg

o “for labeli‘ng. ,ué may, fér;xmple. require additional

marks-on his shipﬁenta to enable the pa?ttcular-cargo to

be recognized by authorized personnel only and selected
from orhers arriving at a busy port. Hnrkoam;y also be
required to allow a particular package to b- singled out
for purposes of sampiing, repacking, expediftpg by express,
or warehousing. Quite ccmmonly, marking is used to aid in
forwarding uﬁd distributing when an importer is supplying

identical éontntnétu of merchandise to different buyers.

Marking of Outside Conteiners

" Macks and lnbela put on the cutside of containers =

should be large enough and legible enough to ensure that
shipments reach their destiration. More specifically, it

{s recoumended that each package be boldly marked in water-

3-158 /
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proof and salt- proof ink or at lenat two sides. These o .

 mark1nga should be in the languages of the ekporte;'l

country, the transit countries, and the country of final

destination. Again, apeFifiE requi&ementg for specific
countries can bes found /u various exporter's handbooks, or .k
L. by requesting marking *natructions from consignees. Some

countries may have deqailed requirements concerniag the .

size of lettering, 1ts position on the con;alner, the

method of applying marks {brush or atencil), the system in .
: /

which welghis and méétures must be given and the like.

PN

L

. ©« 3. Qihetr Marke

v ' Other harkg;thch proréera may want to use 1ﬁc1ude.
. hallma;ks for précinus metals; oarka relating to quality

anc standard, dfte marga on perfsn&ble p;bductn; and special .

zavks far 8£p17&ﬁve and éﬁher dangerous materials (normally
= .fequirﬂd é? la#}. .In 8hipning goods that éiy-actrlct pil- -—
terecs, nyvr{eLH may.want_fb use ”blind“ ﬁlrﬁ. vhich will |
- not give xwaw uhat ig inaide ; packége. Exporters lhould
‘;?__ be careful iP using trade. descripiions with teglon&l
;;“ . | 'i connotation{ én labeling'(e:g., English walnuts, S?anilh_- | _:L
. . | oni-ng, Rcdﬁefort Chee&el:'slnxe if ghe goods db not come

v ’ [

o . from the péacn dbsignuted ‘neir eatr-y may either be pro- .
. . . . . i ) ,f

—r

Hihtged nﬂ require a counter- indication of origin. ~ ° W™
T T : ' ' .
reancneibalicy for marking goods with the name of the -

gountry ﬁt_origin does nc~r always iie with the exporter.
| :

-
-
4
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. Sonetim.o the requirement is that. tho aark be placed on

tha aogdo hofore their sale. in the country-of {import. rhenw"\ '_:~f£
i.: is the importer uho is responsible for warking goods. A :
The seiisl number is often the most val,ublo_ identi- :
- fication mark on & package. A new set of serial numbers - ;;
ohould Be ectablilhed every six or tvelve months. If a . N 'z
' ohimnt contain«r large m-bet. of contat_ners. & separate '
/#t of nunberl should be uued._.lf tqo'coinodgtiea are -
-ghipped, odd nun;ern can be uped-;olrcpreaen: one commodity
: /nnd éyen nunberi the 6thet; :Shottllgl can be quickly . . —
f o ; détected. éonténto ldeittfteé; assembly and distribution '
IR | figtlitnted,hund dtfflcultiel-with customs aﬁh carriers -
??—_ o avoided by placing letiai_npnpero on all ppgkdges and ‘:
%Q,,.'j : f' ;.tdengtfytng the.pnckugpq.vith the same numbers 1uc1uded_ou f_’ _‘ Ja
' lnvolce; and shipping documents. - :
B A
____ , 3-160 B - 5
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WAREHOUSING AND STORAGE

A,

BEST COPY AVMILABLE

Introduction
'. . %@é . . " . -

The prdnenﬁ"diacuaaion has two objecct@eo. The firl: is

to point out the functions of wntehouling, elpecially dtatri-

4

bution wnrehouaing, including qomn of its physical service and

'operacionaliaSpcc;s.. rhahaecond dbjeﬁttve is to suggest.hou a

¢ n.

firm msy devise and'iqplemcnt a distribution warehousing policy

to best serve 1ca.needs. A S

Definition RS
1.  Traditional

According o Webster "warehouse" (n.) is "a stowe-
house for wares"; to 'warehouse" (v.) is "to deposit or

secure in z warehouse",
1

Basically, "pure" warehousing s

a storage function. An expanded definition of ware-.

. 2
housing includes receiving, storing, and shipping of

materials in any form, and at any point in the process of

manufacture and distribution,

- 2,. Evolution Toward Distrihption H%rahouuiqg Concept
' B = n .

As has been the case with the other qctiv{:léq

e

 included under the heaiing of physical distribution.

,.t‘

1Jamea M, Dixon,
Januaty, 1968, p, 46,

""The New Image of Harehouaing," Dis:ributiov Manager
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'nagement a dtfferent view of the warehousing function

has emcrged in reqent years. . Formerly the warehouse was

looked upon as_a storage unit designed to help satisfy

the_baogé m;:keiing process with ware ing as an - t
ancillary function necessary to match supply with erratic

demand. Now :he concept of dil:ributton warehoustng as

an 1n:egral and more dynnnic part ‘of the firn s physical . =
distribution program lias developed, and with it the o

. following definition of the distribution warehouse: : ' %

- : ' S "A distribution warehouse is a specialized

' €ixed faciiity included in the design of a
S . -~ physical distribution system to sccomplish
AL . a specific objective. That objective is to _
. _ .provide the desired level of :ust :_order ' o , -
e ' delivery~ut the lowest total cost." L te

v

< : | C. The Role of Wafehoultgg in Phisical Distribution

-

Market g competition between firms has 1nteﬁs£fted in
receﬁ;:yeazs. gnd inventory carrying colgs have apitaled..
The physical distribution process, whtchlil intimately )
associated with both the mnrketing procglprnd the dtlposal

of product inventortea. conaumes s large proportiou of the

sales dolllr for the average manufacturinguittm.

= . | -Physical distribﬁtion adds time and place utility -to

ﬁr o product inventories as it. guides them through the channel of

. exchange from factory to consumer. The fiim's goal in distri-

‘bution is to maximize its profits by providing a competitive

znona d J. Bowersox, et. al., x-tcal Dtltributton unnngcmant. (New York ' o
‘The Macmiilan Company, 1968). p. 246. ‘ LT

e

B ]
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» * . . , 3

‘,level of customer service, while at the same time keeping costs

-at & winigum. A numher of functions are performed ih the pro-;'.

. {
cess of moving products through the channel. The principal
3 N, ' |

'_fﬁhctions-ate: )

1, Ad‘]ustment _
Adjustment is the creation of an asaortment of‘goodn.

. N\
At some point goods must be concentrated, sorted, and

_then dispersed. ’

Iransfer

"~his function involves movement between material

<
&

sources, production sites, and markets. o
Q 1]
Storage | . ’ °

)

Storage often occurs in the exéhange.channel in

anticipation of future transactions.

4. Handling

Each h:ndling.ﬁas & separate and unique cost. The

object i, therefore, to reduc. handl to a minimum.

. . . . -

Communications

.

This is.a two-way function in the exchange chaanel.

. 47-51. . s=16% S ' ' ’ :

Ty
L ]

il
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One direeiion'rnlayo the need for exchange actionm, the

_. .. other monitors the progress toward desired end results.

Warehousing §. closely associated with three of the basic

channel functions: adjustment, storage and handling.

. : '.H
Clesaification of Warehouse Facilities
Warehouse facilities may be classified by function, by
ownership, and by type of ttructure.ﬁlthio classification is
not restricted to distribu;iqn.watehouling. but covers all

principal types of warehousing.

1. Functional Classification

b ]

a, Storage

The use nf storage warehouses ar2 all clgsely
related to problems of demand and supply coordination.
The basic functions performed by a storage warehouse

axve:

(1) Leveling out

Allows the leveling out of production

activities for productg with seasonal supply and

‘demand patterns.

3-164
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L . (2) Conditioning
This—fu.ctton ihvolvﬁt—mnturtng, ripening,  — —

'aging._or other natural processing.

(3)‘ Stockpiling »

Stockpiling of strategic materials, e.g., "_ -

building up of inventories in anticlpation of a

1

strike.

b. Materiuals handling

-~ -

. h c ~ The érimary function of & materisls-handling -
warehouse 18 to "agsemble, mix, and a;gment goods ‘n |
trausit."é A strict materials-handling warehouse coh-
centrates almost eatirelv on the movement of goo&a in

and out and involves only & minimum of storage.

Materials-handling facilities can be oub-categorized‘

as assembly warehouses and distribution warehouses. : -

(1) Assembly warehouse

= . . -

= ' - e ; An antembly warehouse is involved in the
supply process, such as the gathering of large
- _ ' ; quantities of agricultural goods from a wide

region en route to a processing plaﬁg. .

+

- oML, Heskett, et. al., Business lLogistics--Managestent of Physical Sup-

S ply and Distribution, (Net York: Ronald Press, 1964), p.-378. ° .
= : - 3-165 - . : '
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(2; gtotrtbution wntehoule

A distrtbucion wnrehoune is mnrket ortented.

Its basic function is to mix and tran.ohip T - ¢
carload and trpckload shipments moving from‘a o s
large number of producing points to an even

larget number of ‘customer locationn.s _
| . B

??%4_ L e . ¢. Field warehouse

[

Field wsrehopsing is used as a means of financing
product‘inventc:iea. This is accomplished througi the

— o issusnce of warehous;-:eceiptl uhich ;;e_uied as col- | ',;
lateral for }oans{ whén field‘varehouoiﬁg is used,

. the owner of the goods stores materials or £inished
goods in his own plant or warehousé. Control of the
storage space is transferred.to a field warehousing

;%' y ] : firm which‘takes‘legal‘pqaceiaion of the goods and

issues warehouse receipts for them. The field ware- .

house need nct be located on!ihe manufacturer's

premises. It is often located on the property of a

¢ L customer of bhe mnnufacturer. An exanple 1- a supply

-
« -

SRR of Gans located at a cannery in anticipation of the

canning season.” This practice allows the manufacturer

to financé.thg production of more cans, while the

cannery has a ready supply.® ‘

.

Se— | Oluid. ) 'y

g~ " . —

= 6R.5. Alexander, et. al., Industrisl Marketing (Homewnod, Illinois:
' ichard D. Irwin. Inc., 1961), p. 5&6 )

A T g Cosee o -
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" d. Combination warehousing

Titi

'I'-‘

B
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. While separate facilities exict to perform each

of the three functions 1isted above, most s¢:dhouc§c

are deaignadpforaccomplioh 5 cqmbtnatlon of these | o ;

functions, Most public wazehouses provide all chro?;

while the tyéical private diatribgeion leehQUIQVQONP

\ .

'+ - bines materials-handling with atorage,
. ] ’ , l . A

2. Ownership Classification -

\

[ A

a. . Public wareﬁouses‘

L4
<

== . _ In a-sense 'the public vnrepbuae is the "common

LYnpae N

carrier” of thé warehouse indusizy, Public ware-
= o S houses offer space and a wide range of~d1l;ribu:ﬁen
and storage services, Chargcs at public warehouses

are bas.d on space ured and services provided,

R . b, Leased warehouses

-

A firm which desires control over its varehouse |

facilities, but which does not wish to commit the &

necessary capital for }urcﬁnlc or building, may lease

warehouse facilities, In rzcent yeatcnrcll_estata*

S | developers have built distribution warehouses for

: . . .
- ~ firms to lesse for periods a§ short as five years,

ever———— T . ‘

i
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3
3

3

- e

"Nkﬁﬁgé. Private warehouses

The firm owns its own warehouse facilities,

3, Physical Classification ,

ff; a . : .' _(; Enclosed buildings

Most materials-handling warehousing is conducted 1
in encloaéd buildings, as is some atorage wntehousins;

"Mnteiials-handliqs warehousing is characterized by

lateral movement, using a one-story structure and

high-speed materials-handling techniques, Storage
watehouses may be multi-story facilities, requiring

less flexible and less rapid methoda of handling

materfals."’

‘e

b, Covered sheds

-

S 4 Partial enclosutelgr:e used primarily for storage
fi;"' warehousing, although their use is not restricted to
; . this function, ) V4

=~ 0" >

—— ¢. Open storags piles

_This method of waﬁehouaing is used for storage

" of high bulk, low valus commoditios, such as ores and

coal, . .

ompm—

JJ.L.-aeakett,_gg. cit., pp. 380-381,

3-168 °,
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E. Purpose and Neceui: for Distribution’ Warshousing- BEST COPY AVAILABLE

e
. __...——”’ -

The distribution uarghnuae serves, as a vit;al link m the

9

cotu dist'thucion ,System, The goal is to provyle 4 com- : .

.\

pe:tt:tve lavel of customer sarviéen, thereby reaping maximum C .

o revenue at the lowest total cost ({.e,, profit maximizetion).
v . N

In theip efforts to reduce overall costs of prod‘ixc:i.on, tliveﬁ- -
. » .

:o'v carrymg, and dis:ribution, nany firms havo developed “ _

7

greatly mptoved nl.es forecasting technique- and producticn-
= - planning methods, These advances have eumimted much oF :he
'- neec‘ got storago-frianr.ed warehoue:lng of ptqduct inventories,
* ’However /he !(ed for warehouae facilitiea prinarily to serve v

:» " ) “??“ the gistribution process, has continued, Although some storage A

,,.q‘.-h—w" - ey

/ ‘1g still performed in most distribution warehouses, the pri- .
% mary emphasis ig on the flow process, ' _ T ‘ ;',;:

F, Funciions of Distribution Warehousing - : ) .

1

- .
A

= | Within thc general- framework of the 'entire' physical g ot

distribution system, At“e basic function of distribution . .

- [ e
. ) . ¢ .. ‘Q‘ / .
R twarehousing is to assiat in maximizing the fim' sales .

st g pene:ratio\n_ over a geographical market area by giving ':t!e

firm an economical method of providing. its customers wigh s o4

< * <
Ll . N -

. rapid and consistent s'yucem oi inventory replenishment Ihia‘ .
. . . * ] . '-- :
overall .functicn can ke broken down into several sub-.ungtions,

!

- . >
. . -

A !+ To Complete Product Line Adjustmerdt : . -~
.‘-—-'—“_’d’:/‘——_—’—:' .

—— . .A . R T ‘_-_"____._.—«—-—“"'"'. e 9
. g
"The distributton Warehouse exists to complete the ,

I3

FRIC " 3-169 ' .
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*
»

&“&jgw; progess oE prod*:t lime adinstwent o Lhe exchange channel, n8
"~ 1t is.the physical éi& e ir tha auchange process where
- ) . L) o Q.-
" products are concentrated, aorted, and dispersed to the -
- ' - : . e

next lavel,

1Y
erwrenrs - [

2. To Effect Savings {§ Tetal Transportation Costs

. An important motive for the establishment of inven-
tory in a given 1ncacion it to take advantage of volume ' e

._tranSportacion rates from the point(s) of production to

- that locatisn, “The locatidon-of the warehouse felative ;o

Q

productica woincs and warket areas {8 important in deter-

~wining the nature of the transportation economies realized

. (and aispo the specific types of product line adjustment .

Bervices vrfered). When a warehouse is located in a
market azea, goods d4re shippad to it from production

;rints {or uther @iatribuiion points) in carload or

vuexioad lots whith are then broken down into customer S -

¢

yfdér cuancitias for local delivery, The transportation

sconomies 10 this-case result fromcthe application of ‘ .

<> -ume (carload) rates for the longest portion of the

hasi., A warehouse lacaceq;between producing points is

. . L4
.. ilized as an 1n-trasstt vixing point, Carloads

G2
g

-

x4 i03d4 ui one nrutuctl arrive from producing points
- - »

o
I

and are Yegroursd into different assortments and forwarded

i cugvners. Voiume rat=s apolv on bath inbound and

P P T R e v e

t

_Bb.J. Boyerscy, op, zit,. o, 246,

-t - S r—
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outbound shipments, with the lower ratas applying on a

major portion of the hadl, BEST COPY AVAILABLE - =

4 .

“ L d
3. To Provide Improved Customer Sarvice ) ' gf
B ‘ ' . .
= The customer service advantages_of warehousing are =
%ﬁf'?' - usually more important than any-savings -realized in /
jQ . | trénspofta;ton costs. Transportation economies seldom

are able to balance out the additional costs %of adding

€

a given warehouse.9 The use of distribution warehouging

7/'_'/’ - "to place product inventor‘-e in the market area assures

. ! .

o4t e
customers of reasonably fast and reliable delivery ser-

4 . vice, "hus service is valuable to customers insofar as

. * -

-~

it relieves tnem from e purdem of carrying larger

n
Y

: | : .
tnventorivs &8 a cushion against delays in order deliveries,
Lt @iev visaniey Lhe 10 s gervice reputation and pro-

f e . O
tects it against pogsible lcet sales due to uncertain

. : dalivery schtduias, In & similar manner, strategically

. .
’

lncsted intermeciste distr bulion wa.shouses, which

- tumbing STLGUCls aNLo wa:ledd iols Of custom assortments
TwIwdlued T tuklunels al iower volume rates, provide a

- . vgluable and economical customer service, -

—- . . '3 -

3

” o ru fosvide lurg Hec@ssdiy Proguct Storage

. e e at e d e ..

“tiie the primar.s srpinagie in a distribution ware-

. ~
- . - e n o v
- — %

e 9R°Y J. Sampson’ eni Mariid T, Tarils, buweatic Iiansportation, (Boston: .
' Houghton MIFfflin Zrmpar ., 19713

p.ohat,

.
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Permanent storage refers té all-storage SEZr'lnd above

diatribution warehouoen provida all of the fun@ttona of a ”'7§
tradit;onal'stotage warehouse, The atorage function per-, ;
formed by distribution warehouses may be tempsrary stor- «

. . ke

agg‘ot.permanent_s:ornge. Temporary stqrage 1s that T B

provided for basic short-térm inventory.replenllhment; .

_ﬁempdrafy s:oragé. Very little storage of a permnnent

nature {8 performnd in & distribution warehouﬁe.

\

Services of Digcribution Warchousing '

-l.

[ 4

The major operating aervices supplied by a gypical

L J

JlstributLOn-wérehouae are describeﬂ below,

-

Specific Product ddjustment Services

[3

. This 18 the general process of providing an assortment L

of goods for the beénefit of a firm's customers, It is ‘ *
‘necessary to distinguisn between the ad justment setvices

performed by a privare (or leased) distribition warehouse

and those offered by a public warehouse,

a. Frivate warehouse

{1) Concentration

This refers to the accumulgtio@‘ofllarge i

a . .

lots of one or more goods. These large lots (

3-172
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) « *  are stored as they arrfve, pending receipt of’ . g

. -t ’ e ’ —

. . customer o:derfl. =

_ (2) Sorting - BEST COPY AVAILABLE -
) Sorting is the process of preparing & cus-

tom assortment of goods to fill cuat'omer orders. |

A (3) D'in.Perlem'e.nc ‘ _ N . E
o 'n;is is a-directive_prb“c;ena which 'conaistl ;
; of pléting the cleiom alaorcygngf_in.the tight. -
. " place at tlite proper time, Included.are such
; ‘ . v ssIvices a8 tustransit mtxiné .and dispersement - __
) for local delivery discussed above.lo
\’ . | - | .
b, Public w~aretiouse :
i The public warehouse is capable of offering all | a

_,__ e - 5t the services l_.iated atove, .Ho;}mver, for most’
“':_ S . public facilities, emphasis is placed én ‘their ability ;
g“&“' : to assist (do only certain parts.of) in fha develop~ - e
? ment of product asaoi:menta. Ac'cord'ingly, distribution = .
_:_“*_ public .vaxiéhoua.es perform four a.peci.ll'izec_l services ) .
o gannec;ed with th; product adjuetment‘function:_

i . (1) Stock-spotting ' - o K =
S, ) ' - - - ‘
£ ’ ) Manufacturers‘often use the ltoqk-lpoqttqg ' -
;f' . . gervice of public warehouses to 'nend..'a's,ubuanual_ C
f’;l%\ J. Bowersox, op. cit., p. 43 ) , . . |
'EE$H;L 3-&7i - L . .'T | -=
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_ ' quant}ty,(nuch ar a carl&cd) of one product or o ’ *
d@\§§éh. : "g mixtudE of products to the warshouse to have . f%
stock available ir anticipation of customer b -
‘.- . E o L} . . . . -
orders in that area, .- )
(2) Complete line assortment 3
' Here the public warehouse performs the full . f
. above-listed range of aervices'for pri&ate ware-
: " - Lt 4 , . ;
= . , houses. Products are stored in anticipation of L
; ‘ dqmnﬁd and grouped into customized assorcménts.ll
= (3) ' Break-bulk ’
_ ‘This service by a public warehouse 1ﬁ§olves
:j' ) . the mapufacturer senhing relatively large quanti-
N . ties to the warehouse with accompanying instruc-
* tions as to its diapolltlon'among various customers
'52 * ' . in* the area, with the warehouse making delivaries :
R o i ; L h e .
é;lm“_ . ' . accordingly. . ' ' A -
- : : . )
- . . N .
. , \ (4) 1ln-transit mixing: i ¢
i “This service is similar to that doccriﬁéd in o
o " G.1a (2) and (3) and G. 1b (2) sbove, except that
no storage need be involved, )
(5) Ppool cqr'deivice' ' . .
- Here the public warehouse offers a function '
2 3-174 , . -z




) A’.imila: to that of the frcighc forvarder. Ship- -
ments Erom d;fferent manufacturerl are connoli- ro %

dated ‘loaded into “pool caro," and forunrded

-1!‘; uiul' W

to customers at volume transportation rates,

C o BT COPY AVAILABLE

.- Storagé—sérvices ' : . . ! <
. ) - *

F " ! T

L}

The essence of atorage service is providing space, .
l—;;——. Howeyer, provision in thé warehouse of che ptopef physical . %

_«enviromment required to retain (or increase) the value of
the product during the period 1: is kept in atorage is . .

-
- .

- .. iis.” verv imrereant,  Depending on the product, ‘it may _ —

f_ . TEean &kepiTR the surrounding air within a certain temp-
. ]
eraturd range, keeping the relac{ve humidity of the- )

. gurrounding armssphere within a certain range, perhaps

A\J
“e

. proviugng an e*pecia‘ly secure place tor high value

» produsTs, or a separate, cecured area for storage "of

. T

agnmekdﬂf commodities such as explosives, chemicals,

—_— - ) . . i v - *
' B, ,
L : ' _ _
= 3. Financial Services ¢
. ~ ] ’ .
. 'n ddition to the issuance of warehouse receipts, : .

Y . ¢ e
et o svc{-. bubllc warahousement, heing experts in their field .

and awsre of local market conditions may provide’a firm <

with lweinl advite relative to sources and other aspects - ‘ .
N ' ~ '

.
N + T . . .
AR R IS 8 15 ¢

-17"




4, Miscellancous Services

.
n

§$§} _ above, public warshouses offer a wide variety of miscel-

laneous, but useful services, Examples are automatic

reordering systems and expert advice on local market

Al

conditions,

L ] . [ 3

-y s

H. @istribution Warehouse Oggritions ’ -

. Operations in dih;ribuéion wnrahouaei are mainly breske

bulk gnd regrouping procedures. While there 1s often some

intermediate storage involved, "a coumon and desirable prace

tice {s to have products arrive and depart from the warehouse

S during the same working dayldz This prdhétcivtd consistent

S with the overall phylfcql distribytion obj:ciive of profit.

L4

wakimization by providing good customer service .at the lowest

\

cost, This requires efﬁic}knt materials handling procedures,
]

rd

1. Haterigla Hdhdling‘ﬁqﬁipment' . - e

.

Efficiency in distribution warehouse operations depends

— - on‘machines and equipgznt which expedige.movement.

L)

L 4

a. Individual powered vehicles

. . : . PO

. *  Inciuded in this category are forkslift trucks '

S . which can 11ft loads 20 feet and htgher,:ahd which are

—- W1p44,; p, 255, . . , S
o 34176 | | .

In addition ;o-thg bas.ic warehouse services discussed -

wh

Wk

Sy

b

kg



" * towing tractors, which éaq pull a number’ of trailers

» and which are’suited for moving large volumes of

s _ . f ( ) .
. -

-

R - -

I ’ '
¢ : . .

available in many d&ﬂlgnl_é&szaparfal situations;

.

L

. *goods, Eixeq path cranes éor very heavy loads and
ﬁuriable cranes for items mot suitable for for?;
l1ifting are also included. Various pieces of hand;
.p&wered equibmqpt (hand cranks, hand pushed vehicles
and conveyofs); uuefﬁi in light-welgﬁ;_qnying sitq- ' x
ations‘uhere'?pace is'reagticted are also found in : .
this category, |

. _ -
Convevprs

L

L}
Cravity and ‘hand-powered conveyors utilige
rollerz or wheels. ,They are inexpensive and highly
shriable inatallations, The use of gravity conveyors T R

1 AJ

{6 U ten limited by the.required end-height difference,

asually 174 to 3{4 fnches per foot of running length,.

7 <al'’ rowered conveyors include belts, live-

-, Iloor mounted drag-lines, and ceiling mounted -

trolley conveyors. Drag lines and trolley conveyors
. ‘ [ . L 4
have wittachments which allow {ndividual carts to be - '
-

i ard and moved.,

4

Fre:zut unittzing equipment

[ ]

Thie ingindes 3 number of difierent containers
e ! T aTocssr snd handl ng a8 well as platforms

. . 3-177 ' e
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?il;: @ﬁﬁ'fl and encloaﬁrdn used for :ha;accugulationlof cqmqodt:ieo
= . into units for'easy.stdtage,”brder selection, and :
;H“‘f-. , . wovement. gestdea‘containorn, éhia group includes
. | ' Apalleta,'bﬁné, drawers; and tying devices or net;.
S ' o - < ot

d.. Storage aids ' |

L ooe

"

Pallet racks are metal or wooden frameworks which
. ’ [ ., R
: . - facilitate the stacking of palletized materials, - .
X : ¢ . . .
| ' Removal of palletized loads from the lower portions

- of stacks is possible without disturbing the whole ¢

;;- . stack, Dunnage Cﬁpiiqta of objects ,used to brace,
e f steady, or otherwise protect freight being stored or
moved, : o . :

2. The Warehouse Layout

v

= . The layout oﬁ-a given distribution warehouse depends
o&.vatioua factoro-ﬁamoﬁg these are the ma:eriﬁ}a handling
.eystam.ﬁded,'cﬁi:;utbound and inbound transportation modes,

= tharacteristics of the products handled, the volume of

- 4

—-- : ptuduc:l'hahdled, and many more,
- . L ¢ )

’

S5 SR 3. Operating Activities

a .

t -

- Thé main operational activities carried on in the ,

{ [
typical distribution warehouse are:13 -

= ‘ T ‘ . - ’
o P1bid., pp. 255-256. , .
~ERIC . T 3-178
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L Merchandiee uaually arives 1n carload and truck

load quantitiea and is eften uﬁloaded manually. | .
Nhere possible pallets are used to unitize loads.
Generally, one or two men are 1nvolved in the

- - "~ unloading procesa.

- . b, Transier
. ' Two and simetimes three'proddct tranafer movements
are required for a given load bf merchandise received

s + } .
- . ' €t 8 warehouse, First, the metchandice is moved via

B ' _ firn-liit ur ogher device from the transportation
S Lo ' . o
S . vehicle into the warehoise, If this first move is

- »

made to a gtorage logstion or holding area, a second

smove then will'be a transfer to the selection area,
! " e The final internal transfer movement is that from

. selection area ‘to the loading dock.’ The intermediate
. transfer-i3 otten made Yith tow trucks and trailers
.. . s

. or fork-l1ift trucks.~ The final trénsfer':o the

[
« - loading dock is usually made via selection care, -

. ' N although a number of other materials handling methods

]

4
siave been devised “c accouwplish this,’
.

CoT . [
e - P . Lo . .

. - Y
, .+ €, Ordek selection : . :

This 18 Tne key uperating'activity in a distri- T )

L] "l

C- - ‘ tuxicT warehousc, . Avproximately. t@o-thirds of ware-

L]

. . * ,"' ) . N |
Q 3-177 : - - -
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A )

house floor personne! are involved, on the average

in'nome phaae of order aeleé:ion. Th. object is to .

&
ﬁgb regroup. merchandise into customized assortments (or
e Qﬁ?? order quantities of one product) according to aalel .o
&\ '
w @ " orders received " The selection accivtty ie coordimted
ey with the billing process, and automatic data proceenins
g systems are usually used to facilitate billing, -
Q; “ d
SN d, Shipping . . / e
: ‘ - e
» 0 ‘ ’
_ ' This gctivity consists of loading the car or ° :
! . < : "
) truck for outbound movement, " A thorough checking
s L <
- 1 operation is also involved when ownership of the
s . ‘ . '
merjpandise is changtng handa. " *
-~ ‘ ?
b / : - R ] . °
. o «*
+ 4. Qperating Procedures
. Each discribution warehouse usually hqu ics own set
| of at;ndard operating procedurel which cover each phase
—_ ¢
of materials handling operationu and such other uctivities
‘as billing, reordering, inventory verification, etc.. In
= regard to storage,. howvever, it tl.nacqasary that adequate '
;_- - . , ¢ . 5- \ - ) .‘ . . e
= effort be expended %rx"devhing an efficient system of ’ '
_ 7 - . n' R .‘
v T space identification, agsignment, and utilizatlow, and ' .
. ’ ' St ) ' AN
= movement patterns and routines, )
— ‘ . r . K ‘
- N . - .
5. Warehousing Costs T o
. . ’ﬁ . .
Warehousing costs are generally quite high, consisting -
3-180 . | S
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’ . . ] . . . . ) : ' ,h" .
of a large proportion of fixa? tozts such as amortization - S

or buildings and sites, lu.usiments in ‘materials handling

and office equipment, and administrative, mainfenance and

< insurance expenses. A substantial amount of variable e

L] . . .

. _ i costse-primarily labor'expeqseb and ‘gupplies are also . ' ¢

- .

present, When a firm operates {ts own warehouse, most of

ics'costs are fixed {n'nature, When it uses public ware-

R ~ house facilities, its watahous ing cgstk are almost entirely
s ) K : ' s - _ : RN

K . LA .
var'iable, depequng upon the amount of. space used and the . «

L - gservices regquired, . T ‘ ’

' . . Viewirg the aubrec: of warehousing .costs from the
= cuiBpact.ve 20 thae firm's entirre physical distribution .

L

progiam, the important coasideration 18 not the amount

and nature of the explic:z coets, per se, Rather, it is® .- -
) ' ’ ) ‘ . P
cteon ol othe Uo-ops o tunity costs,.' How much dogs

-

e A e e
. T

« T
o warehouging svalew contritute te the goal of profit

e . mesumization’ - Would an alternative system do a better

. : . -~
= o ¢ coe T U Simes slietriboetion waseitcusea are usually established
.. L. N ! ] -
. : e 4

- Wil JasLUMAC Sepvice upperpast in windg, any proposal to
. . * - 4

wiiminate a warehouse should include an-alternative method .

- of furntshing the services required, Otherwise, the firm
S ' avwe glffer the consequances of nroviding a ceduced lev-l
. . . ) . . - » ) v '
. . . Lt . . )
. . L7 L:zw.gaer serwice, o oalternative fe branch warehousing

i 0 [4 *

B - 1a rhie substitution of oremtum transhortation sarvice-s

«, 2, 4 Lauter dand mwre OxLeNg Ve servic'e. hd

=
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1., Role.of Harehouaing in Totzl Phvsizal Distribution.Effort

3

. »

Cost Versus Customer.Service -, b
g £

..'- f‘ . ..
Ak - : ~ :
N . The first step in planning a physical distribution

level of customer service is usually expensive, uhilg\

lower levels may result in reducei sales, Somewhere

]

betweea the cost-based ahd service-pased approachas is
" ‘ot » R '
a paiht yhere, wnen the proper balance is struck, profit
[} .

.
L

are maNimized., Finding thia point-iea the objeétive of a

el ;))‘

- a~a

ch cost and crofit analysis,

\
»

- firn wants to provide., The basic dilemma is that a high

JRNC) B"- . strategy is to decide what level of customer service fhe :

-

1]

8

) ) ..

<, The Chamncl of Distribution
o I
o ostain an answer to the questions of how much
’ .

war=housingwa flrm should per}nrm, and "how much can be
. -~ _ .

rasged on Lo 1t8 casiumers, cit is useful to consider

S .

-,

cidyines of diarribution. Generally, eacnh individual

( induatry rnas a morc o: less traditional pattern of pro-

™.

duct istribution, Aithough many variations often exist

-~

! Dalween T1rmwa in the same or similar industries, two

{

820335 .indualry divect distribution from manufacgurer to
; , |
conmuger 8 not dhubuai, Sécond, in the mass~-produced

corg:mer pcods industs(es the must typical distribution

L 4
chanoel sciucture 18- iiom maduiacturer’ to yholesaler to
. -
retailer tu NAumet ,

< . 3-182
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-

.. . The bsst channel strycrure for a firm to uae in

~——

= distribution is based on several censiderationa, among

N

which are the characteristics of the product buying
habits of consumers, and the firm's gzerall_matketing
o :strategy. Certain channel structures may give ghe DanU-
factuter':r opportunity to sh{ft more of th: uurden-of |
— A the wafeﬁo&sing function to channel-integggdiaries. .
Tradié;bn may also be important, For ;n.ﬁgﬁéé, if a manu-
. fa;ture:.in a given industry where the whblei&le distri-
butors do not customarily carry large b}gduct inventcries
attémpta;doi;hift the burden of warehousing to.wﬁblésélg‘

}—ui. customers, stiff resistance is likely to be encouﬁtered.

The trend in wateiousing has been for the manufacturer
~

A . . . .
. - .

to assume more and more of the burdig. Theére-are few

instancet where the manufacturer doe

]

no wnrehousiﬁfi

. .~ Firms at the wheissale and retail level have .een caught

ﬁm . 1n aﬁ,esgeclally painful cost,énd profit.squeeze, and

| t+  have become a*u:ely inventory.censritive, Hore and more, .

. [iime at the intermediate_and final distsibution levels
are TEBISLING pressure Lu cairv what manufacturers con-

sider adequate product inventories.

L4 . i -

y \
. 3, Wocenuvuse Invest ﬂPTM“nLLf}Q£:i{S: .
P N— \ : ‘
—:. - ' V4 :q -
: ' Once a4 [irm has derermined that it will perform part
r/ . ¢ T~ .

or all of the warehousiny functian, it must consider what

tyde o1 théhtment ro make in warehouse facilitjes, i.e,,

recl, iwdse, or buy,

JERIC .. ' 3-183
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BE a. Rent aggce in public facilician

*

Public facilicied are widely available and offor

—

. & full range of dist ribucion and utorage services,

-

“The foremost einste advantage of using public facili-

— -ties for warehousing is ;heir flexibility. Nc invest-

wment in facilitias is required, and ad justments can

. be m#&e to cﬁanaea ;n distribution paiternn (which
’ . might render an {nvestment in private facilities
obsolete) quickly_and inexpenaively.lé Public’ ware-
* ; house,facilit;es a;eﬂgvailable when née&ed; and‘thete:

L

— L8 no céhnract requiring use of & minimum amount of
N .

' ~ space over 4 given period of tima, Thus, there ;:
no—wasteé overhead during.;lack seasons, and there is
room for expansion during peak periods, Other
advantages are that no additional manaéement is
needed; the cost per unit of merchandise handled is -

if_lower-when the volume of operations 1s.lu§ or widely
fluctuatink; and warghosse costs are kpown facto£:?
-whicit- facilitate cost planning. . .
The main disadvancage of using public warehouse
faci{lities {s that thé cost is likely to be higher in
situations where sales volume is sufficient to luppoft

‘a full-scale private warehouse, This is partially

because a public warehouseman cannot count on maximum

14

'“The Place of the Puplic Warehouse in the Physical Distribution Picture "
Dintribution Q&_, Aprgl, 1966, p. 40,

3-184
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space utilication,' and partially because a private .
‘ V N .
warehouge is designed specifically for one £irm and . _

its particular product and distribution requirements,
e

et oy . R

*

b, Lease or-buy private facilities .

®

may be either

t

e owned or leésed, the decision which fits best is
. 4 “ 2 .
. esgentially one of fingpctal planning, assuming- .

- ‘ T sujitable facilities for lease are available, The

o~

advantages and disadvantages of this option are

~

approximately the conversae of those associated with .

= ) . . A 5 .
_n _ the renting of-space {n a public warehouse;

e

4 . @

c. Use a combination.cfepublic and private facilities

k4

Many firms use a combination pf public and pri-
vate facilities in their distribution warehousing

: e -
_— ' programs. A private facility is used to cover the S .

- S {irm's basic requitements (when volume warrants) that

»

are more or lesa constanc during the year, and public
= warehouses sre used to handle pdak requirements when
i}—h and/pﬁereuvolume i insufficient to support a private

operation, -

e 4. Warehouse Location Alternatives

The question of whether the firm sHould operate one

" ' or more than one distribution wa;ehouae-id its physical

= 3-185 K
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b, Differentiated products case

' distribution program hinges on the relationship between v

| cost and service. Generally the larger the nuvmber of I

locations the larger the product imventory required and

\“l"‘k Lt

. T -
the higher the coats of distributton. Within the general

framework of cost versus service considerations, certain

other factors may help'tﬁe firm to.determine which loca-
v * )

tiom strategy is most'appropriate.

a.

~ . ~

When this conditiop\gxists; there is little cus~
tomer loyaity to individual producing firms. Costs of
pfoductlon and distribution determiﬂe which firms can .
sell in a givéq.marketuarea. Often, larger and méfe Y
efficient firms are able, through the economie; of
distribution ngéhouslng,.fo compete :p rglaétve}y s

"

distant markets_in which smaller and less efficient’

-
L 4

firms are lacafea.

- e ’ . . . - —

Iﬁ.the course og-expaading a fi;m'a marketing area,
a policy of opéning‘ﬁia;ribuﬁion wqrehohne facilgtieo. -
can be yery adv&ntageoun. The use of such . ;crttegy
may give the firm the benefifs  of transport economies,
" in addition to service economles lucﬁ as faster inven-

tory replenishment and lower customer inventories.

T,

This cpn be an importsat competi:ive'advdntage. -

- . . [
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A firo vhich makes products to.ppec'i\fica-tiom

often has 1£f£}g'need for stpck-carrying bfanch.'
¢ distribution warehouses. Similarly, a firm which - -
exercises a degree of_mohopoly control within its . R

| industry may be Qgtéer able to shift the burden of .

“a providing warehousing and other ekéenqive distribution

functions, and thus avoid the necessity of opéning - ,

-+ branca warehouse facilities, = =~ - T

L]
- 4 ' @ r -

S . .
[ i : [N .
. N .

- d, Other product considerations

_—_ o -~ o
1] t
Ll

i

- ‘ a N .
. . \
’ .

) o S Thgre"are other, more specific, product:character-

A Y .

istics'which, play an important part in determining

whether or‘ndt‘g mapuf;ctqur will find it desirable " ' .
. “ . ".- ) -~ <

to establigh its own local warehouse facilities to

<

improve his competitive situatioﬁ in,dlscant marke;ing‘ . ==

« areas, For example, products which deteriorate over e .

.~ 8

time, which becomé obsolete rather rapidly, or which'“
have a highly unstable demand often are considered

"high risk" products to inventory, Retailers and . .. . -

wholesalers are glnerally disinclined to carry large

SET e ‘ . stocks of such products, Thus, i{f a poducer wanta

Nl to sell his product in a parf&éular market, he may ' . .
LA : A ‘

.t have to assume the largest share of the burden of

.

A

‘.,,.
=|I .

warehousing his own local inventory stock, .

. L

i
i

ro
L

‘
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e, "Competitive conaideratioits : o
: .ﬂé .‘a Co i- | . F “\Qdff
QN&ﬂ@ _This refera to considiération of the polifiee of -

. J R
"¢ a firm's compatitors. ,.

-

may force a producer tp~follow a higher cost distri- -

In many cases lucﬁ policies

. bution program than would follow on-tﬁk basis of

LU

. [ 4 »
= proguct considerations alone, , S e ' -
- . . r - . [ .
. . . . )
5. Location Strategy - . :

Whea a firm decides to employ- a, multiple-location
\;- . L distributlon warehousing system, it must decide how many
S 4 _"I « branch warehouses to establish, uﬂé€ﬁ4;ach warehouse

+should be located, and what ‘area’ should be served by

> © each, !’ S . e
4 T : . * ' ) e
. K.
. . . -
U 4, Number of diseéribution ppints.
. - » * e
By L The number of distribution points from which a
'_;:.;-_,._... . ."- . ¢ - L o . . . R “.
T G product is distributed depends on the geographical
. : A . )

- di:tribugion-of ch& ptoduct, the acceptable time to

" deliver an order to the customer, the percentage of the
. ., " .. o S

market to.be reached, and the speed of the transpor- .
a .‘-. . - . - . ..

R v o - .
tetion mode used, As 3general rule, as the number -
N *

. v ! -
-~ 4 : - * -

5y ‘
—7Asthur W. Napolitgn, 'Determining Optimum Distribution Points For
. -Bconomical Warehousing and Transportation."” (Reprinted in Marketing- :
Logistics: Perspectives and Viewpoints, N.E, Marks and R.M, Taylor, _ 2
editors (Ndw York:- John Wiley & Sons, Inc,, 1967), p. 77).
. - A . .
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" of warehouses in a given distribution system is ‘

.

increised the inventory turnover in each decreﬁfhor
" and more total inventoty, is required., Thus, after

a gertétn ﬁoint. therg ts\% decline, in overall

. -~

* @poperating efficiency.

by Where shoulg\ ti\ez be located?
-

*
.-

»
¢ 4

¢

-

-
L)
v

There are three basic dinér}ﬁution warehouse

locations strategies.
. et —~

.. ‘ - .
kl) Market-nositioned
. ) *¢ —
The basic function of inventory replenish-
ment to retail stores 6£.loc91'uholelnlers is .
served. Transportation economies based on
volume rates for the long haul coupled Qith"thé
very,ohort‘local hauls are afforded. .
_‘;

~

%

(2) Production-positioned

) 3
’

"Plants are'located in strategic market

A

areast with carload lots shipped from each plant

to'collertion centers where customer assortments

ate_pre§ared.

o

'(3) Idtermedia;e1ponitioned

L4

. Location may be sele¢ted intermediate to )
3-189
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*productlon centers and markets. For various

v&agﬂi N reasoﬁl} firms . may 1ocat6'produpt¢p1¢ﬁtn at
R\ o |
- Qsﬁ. : various points, and for purposes of marketing
- %"§p o .. “ - ’ N ’

' ., control a firm may want to engage in a con-

'vergént'market¥ng program for thé;r entire

-product line.: ’ ' ',‘ . .

L ]
1 - . )

. . . c. How mich arej should esch serve? '
- . .\3 .

- -3

A decision as to the ;ptimum agﬁu which each:

" warehouse factlity should serve is based on the

L}

v . required speed of customer inventory replenishmént,
St e e . _ ) . . o
_F - the size of average orders, and the cost per unit

’ -~

ie.g.. ton) of local delivery.16 Warehouse operating

costs per-dollar of goods distributed increase as the

. cap&éity i{s reached) with increased volume. This

-

o . re{ationship can be expressed in simplified mathe-

. . - M 1
q L mgtiﬁal form as follows: 1, ‘r

e \

= 16 . ° ' .
.. D.J. Bowersox, op. cit., p. 249.

’.
\
A

e %

\ .

17 . . _ '
=~ Edward H. Bowman and John B. Stewart, "A Model for a Scale of Opera-
. ‘tions," Journal of Marketing, January, 1956, p. 244.

4

o © o 30 .

area served 1ncfe$ses, and decrease (until the design

¢
i
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C=a +~B¢+ CA® € w o8t per dollar valye o‘

. A goods distribuced

< - V.= volume handled per unit
L , ) time -
I ' T ~ - A = area served by the ware-
e ‘ \ . house faeility
o e ' . a = variable costs (labor
=L G | mainly)
' . . b = fixed costs per unit time

c.= costs of distribution
. . . _ locally (gaes, truck expenses,
- . ?. ’ driver hours, repqﬁrs, etc,)

: _ *  This discussion of the‘iocation choice problem

PLUEN -~

for distribution warehouses haégbeen greatly simplt-

¢ - .

® fied. A great deal ot effort has gone into this - :

subject by mahy persons, and linear programming

. . . . -~ a. .
el meéthods and various mathematical models have been

' . ’ . . . v
designed specifically to assist firms in finding "
. . R 'Y . . i . . . . . . - .
'_. . o .. s .- . .
. solutions to war%SPusaulusaCion problems,
: / PP i ) - . .
: ' " J. Beneficiaries of Dlstrihution WufehOUﬂiqg 2 \
AF "\ LY . *

= T e ‘1: The Retailer

. : . The retailer wépcs nerchandise available when needed
. ' ard does not want to maintain large 1nvencories 'Tbe
;"___: . - - e.'
= creation of stocks of merchand{se at strategicall*.located

1
= S points offers the most practzca; and economical means of

satisfying these demands,

.

2, The Wholesaler

. Wholesalers as a_groug’ have bedome increasingly

, _ . . &
I + reluctant to assume the burden ot carrying large inventories,

3-191 - .
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c .
Qﬁiﬁ Distribution uarehouning that facilitates the lhtpmcnc of
custom aaaortmancc to wholesalers and dittrtbutotn lt

voluma rates, or that assures the wholeaaler ot ] rendily

| e nwailhble supply of products without requiring him to
S § .

carry :he inventory burden, is obviously-of great value '

-i*,.."°  to :ﬁiu group, | O ' 4
_E;L K .‘. . . { \
;;~' 5. The Producer . ' . . ._;1‘
5 . 'The burde; of providing the garehpu;ing function has

been‘steadily'shifeed back to thﬁ,pnnufacturér. This - . L.
%;m" ' “group, :Aerefore, benefits from,;:well-plgﬁnzd and : . o
I efficient system éﬁ distribution wafghouains. Such a ”
Yoo e system improves a firm's competitive position by providing :
T increased customer service, and also per;ita it to ga%n

7 important total ?ost'ecoﬁomies. .

3'192 i
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CONTAINER[Z4TION : S . : SFQT fnpv hVﬁ“"RlF ;

B . >o~ * . o o ) ' :

et A. Introduction L D ; e B ,:
. e . , ! ' ' .- B ¢ e .

In everyday uooge the term "container" reférs to any-

- thing from a shoebox to & plano crate; however, in trans- . =

-

portation, the word has’ acquired a opocific.meaning.\ : ‘ o

t

Y . } .- \ .. . )

- . . »

l. s Containerization Definéd | _' ‘ . -

- Webster defines contsiner as "a box, carton, -crate,

N | ' etc. uded for holding‘goods.“ The veib contatnérize,‘

therefore, medns the act of placing goodo fh a contoiuer,

o - ' . an acttyi;y‘:h}ch,it not new.‘ ‘The element of-container- ' :
. ' iziog bolch'io now. however, lies in the use of a "box"

. ;‘.i ' with the go¥1qu1ng‘chatacteristica: of A permonont char- o

;  -_ - ,- acter and aocordingly'atrong enough to.be Sultoble foo:

-

S a - repeated use;-QPeciaI!y’desiguéd to.facilitate the car- L _

T ' tiage of goods, by one or more modes of trunlport,'with- . .

|

out intermediate veloading; fitted with dovicel pernitttng o

its ready handling, porticularly its. trgnofer from one mode

/
of transportation to another, g0 ééotgued as to bé eoox

fi11 and’empty, and having an.internal volume of one cubia ’ .

meter 0!‘ more. . . !

. _Another definition, which also embodies the ided of

o efficiency, i8: the placing of ohlooent- in 3,riouo‘formo

e of'ooxea, containers and' the like, for the ease of handling

betweer origin and final destination.

FRIC . o 3-193 T

L MG L . e



St4ll another definition puta emphasis on the-con-
tainer as a "commow denominator" in transportstion, . It.

must be i'nterchanseﬁble; much as pt:h’ uni form coupling
pin and standard gauge of ratl track for all U,S, rafhe

- ) . 1 3
road cars, ) . .. o

+

-

*

Although definitions vary, containerization today
[4

cannotes the idea of placing 3oods in a relatfbely large

*box" whic’n haa tranaportation chataé:etucica common to

»

all modes of :ra..sportation Cexzept pipeunes), and which,
o . . tlxuqure, all,owx, thc gooda Lo 'move via any mode ox modQs

: *
™ wit' 'a minimum of actual habdling of the goods themgelves,

) .
-
ey * ¢

j_ ' * M ) . * . -‘ ‘ ° '
= ) - 2. Tvpes of Contadners * )
_ - . , - )

T!» mogt coumen centainers are eight feet by eight

‘, fzet by 10, 20, 30 or 40 feet; hbw'ever\,\mny variations .
‘ [

in ’or“:.’-\.f?r dimensions currently exist. Containers are

e - . . . . 4 . ‘

. ! o " ycnenally constructad.of aluflinum or steel, although plye

. Wiwd ;’be’:glaas, and a combinati?n/of. these and other:
o magrials may also be -uced( Recent dévelopments have
. . - * . ’ L. ‘ -
= also produced collapsible rubber "containers,”
——- . ¢ ’ Y ~
~ ~ g [ ;. - - ™ ‘
a SR LAl cantalners -
A
T e T
:w . - Some of the c%taiineas available, and a;eneul
\*' . descviption of each, are listed below. R
7 n
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(1) Cloind tob, d:xAcérgp container . 3EST COPY

-

Thii'is the true van or box type container,
» . R

» [ 4

rectangular in shapé, Weight and cubic capa-

cities range from 5,000 pounds and 500 cubic.

@

feet to more than 60,000 poundﬂ_and 2,000 cubic
feet, _‘ ' A N

.

(2) _Opea top,.dry cargo containers ' v

M .
B Y

t

These ‘containcrs are used where it i{s prac-

*

tical to use ovarhead handliqg'equipmenc to load

a van, Open top containers atelnormallyﬁpquipped

with ‘tarpaulins to protect their cafﬁo from the

v

elementcs,

-

(3) Insulated or ventiluceé containera “
e . * . . . N -

L]

L]

N These sontainers are used to-carfy ictems
such as food, drugs,,fiim, électronic.equipnent,

and other products requiring protection from

)]
<emperature extremes., This type of container

often saves on internal packaging coats,

*

~ (4) Cdntrolled temperatures and/or humidity containers

These containece 3are aquipped with tempefa-‘-

f. ’
ture and humidity controls and are designed for
3-195 - :
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r i{tems that require low temperatures, such as

{ce cream and meat, and for items requiring

humidity control, such as.fruits, vegg:ahlel:
| o . .

and drugs,

(5) Side loading or platform containers

A

| Theef containers are ruggédly Buil: té
_handlé heavy copstfuctiﬁn materials. Both the
iideo andfuﬁe top are open, thus permitting»;
‘eaay loading from either side by forklift or

from the top by overhead crane,

x
.

(6) Tanker {bulk liqhid)>containers

+

These containers are designed to carry most

" bulk liquids, They may be either insulated or

heat contrclied, Becayse of their often hszardous

-~ .

cargos, these containers must comply with Inter

, state Comnerce Commission and U,5., Coast Guard ’
. . _’
regulations, - .

(7) Car-haul ccntainers

¢

These containers are usually capable of

transporting from two to four automobiles, They
provide cansidersble savings in cubic space and

;reduggzhandling, damage, and pilferage.

, 3196 o
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b, Military containeras

st cory AV ALABLE

(1) CONEX (container express)

o

L— -

These con:ainera_coma in tgo_tiyqé_uhich
can be intermixed for shipping, tiering or _
storing. The Type 1 container is one-half the
size of the Typ= 1I but has the aq@e ueishg
capacity as the larger, each having a.Eapacity

of 9,000 pounda. -

(2) MILVAN

Ao " -

- This is a completaly intermodai tontainer
conaisting of the contal ner of "box,“—a;codpleable
chassis, and a moveable bogey, It measures 8' x 8'

x 20', and thus i3 compatible with commercial con-

—twinars weeting 180 dtandarda,

b4 -

L]

- . -
-

3., Container Cunstruction

zpo so-called container "explosion' has generated a
a great deal of 1nterea€ among those who construct-cone
» tainers, With large potential deﬁand, varibui ngtetiall
are competing vigorouely ..ur use in containér-couscrdécion.
Materials which have pecome chief contenders are aluminum,
steel, fiberglasa, and & fibe‘glaaa-plyvood “eandwich"'
{

panel {i an aluminum frame, Aluminum and~steel, however,

have been the dominant naterialas, U e m

} 3-197
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Aluminum

—_—

Atuminum has the basic advantage of being a

light-weightzand rust-proof material, Although .

!

wéigh; may not be a probleﬁxin rail and water trans-

portation, it definitely is a factor in motor and air

e

carriage, Therefore, if gro&th of containerization

depends on intermodal movement, aluminum wil! remain

4

iﬁpértantrbecause of its relative figh: weight,

»

Another advantage or aiuminum is itc fabrication

coate, The meta' comes n wide sheets which minimize

Wwiciag and tatting,
CAluminim's inhereat strength, however, is lower
. ) _

*than that of steel ard other competing materials, It

L7 . :.v pinctured, subject to electrolysis when

T e L. 3alL water, and 18 difficulc to repair
Lot skilled workers or special facilities,

S

. .
e -

2.
S ntareenre

Afl-steel containers compete with those built of

tibergiase or a fiberglass.plywiod combination where

-

seigil iz not a preblem and wavimum strength is desired,

Steel proviael good protection Lo cargo .. Tanus up

" "~ ¢ . .
well arndetv abusae,

‘o otdirion to the extra wa{ght of steel when

cumpared with aluwinum, 1t also has other drawbacks,

- ) ' .
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Steel is subject to corrosion even when gaivanized
and finished with zinc paint, The steel conta iner il-
also subject to'elec;rolyaia after 1trha-,been dented . .
or buckled because indentations trap uutar.;’!he seaned

wails of the steel container are also susceptible to

leaks. Damaged containers require repaiyx by skilled

N
workmen and special equipment,

C. Fiberglass-gl!!ood o e

A fiberglass-plywood combination is a material
of increasing importance in container construction,
Plywood‘\logg has not proved aaéiafactory because it
lacks the necessary durability. Combining it with

fiberglass has allawed for a unique henvy-duti*panel
J

____which combines the properties of structural plywood ... . .

with those of strong glass-reinforced plastic. This
allows the container to be durable, rigid, weathertight,
and resistant to impact, abrasion, and corrosion, On

the basio of coat it compares favorably with other

materials, ' .

L4

8., Acceptance of Cohtainerization

1. Shigge"s

+*

Although containerization has been widely discussed

~in leading business. journals and has been of concern to

3.' 199
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aSt W gome axporters, resssrch indicates that a great mumber of -

.

il

organizations and companies neither know nor eare much

about containerization. Several explanations may account
, : : - ¢

i

for this, ’ .

hY

Wb

. First 1is the fact :ha; the average manufacturcr | A
engaged in foreign'trade is far tcmovzq.from the-nctull -
St | " business of”tranaﬁotciﬁg ﬁtifﬁatgo.:hrough a port. He may
sell ghrough a professional export houqe which deals with
a freight forﬁa:der who in turn deals with the various
- modes of transportation and warehousemen, Second, there

{8 & lack of concern and interest on the part of corporate ' .

\ . ‘
management because of their view of the traffic world as -

a vast, complex system of rates, tarifis, and regulatioms,

S e ————rrars e

A Y .

Contalner shipmenté have been accepted by various.

. » ) .
noGes with varying degrees of enthusiasm and success,

-

a, WYater carriers !

= . Initially water carriers placed containers.om

L the deck and.conttnﬁggﬂtﬁeir usual break-bulk opera-

| tions in the shipa'holds.‘3As a xeault,-one of the
hasic.advantaged of containers to carriers, faster
turnaround Limé was losc.. In recent years especialized
vehsey nave become .the peefasred wathod of woving.

- Ay . -

— ‘ containers,

. ~
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The number of new specialized contafher ships
and the letViC¢8 xhey are offering is impreasive.
Traffic across the Atlantic and the Pacific is

"handled by these new ships on a regularly scneduxéd
basis, and coﬁpetiﬁion a@ong shipping companies for

this.traffic is very keen,

Railroads

Some large U.S, railroads hag%‘been strong supe-
porters of containerization. One major railroad'built
a laaagre "piggyback" terminal da;igned exclusively

- for handling containers. Anoéher.hal apptoiimacely
2,000 cqn:ainere which it uses 1ntefchangeab1y on
rai.l. or highway chassis. suu anotnar has 450 so-
called Flexi#Vans which form part of an 1ntegrated |

-systgm~operating between New York and pointe in
Europe. -

The German Federal_Railwayu:iso_has.shoun'ics
support for the containerization concept and already
has on hand the necessary equipment for éxténaive

participation in international container transport,

. ‘ ' | L4

¢, Intermodal

Intkermodal integratidn of container traffic pri-

marily has involved either a truck-ship or truck-rail
r . «
.= 3+201 |
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"~ combination, égcep;-for frniéht Eorwirdera'(luch as
_BEA gxpfeaa which has a coordinated three-modalﬂ
container system). The increasing integration of
trucks with either tailﬁor-ihipa has resulted in

- initiation of con;ainer'nervicé by motor carriers

with provisions made for rail,movéqent for the long

haul and delivery, pick-up, and connecting service

L-'-i o _ .by the motor freight system, Some interest is also

= ' : 'shown in integrated truck-airline container service,

df Ai{rli{nes

= Another major impetus to containerization may

| come from the airlines, Fully'cgngainetized air
freight service may develbp with commercial cargo
versions of the C-141 and‘gﬁe C-54, at projected costs
‘ot ﬁransportation comparing favorably with trucking

= . L costs for movements in excass of 400 miles,

SN 3, Ports

The exploding use of containers has caused ports to

ovérhaul their construction plans for the immediate and
long=range future, Port Authorities are convinced of the

necessity for providing facilities that will meet the

needs of containers, N
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Vessels served . BEST COPY AVAILABLE

- At present, pofta aée faé;d with handling :btee .
types of container-carrying vessels. fFirs:, there are
_gonventtonal ships‘hullt with cényentional pack;ge
cargo in ﬁ;n&. They now handle variousosizes of _;
containers which fit thrpdgh hatches ot which are
lashed on deck, depending on size, Second,.some _
conventional ships have had some hatches converted
tor hand}ing containers excluaiQely in vertical com-
partmenta, while the remaining hatches still handle
conventional package cargo, ThiEA, there are more
and nore thps being designed exclusibely for con-

tainers,

Vessel- in the first two categories still can

utilize the finger-pier, especially if their container \\\\\

-capacities are net too iatge. Finger piers adequately

. J
serve those handling smaller containers, up to 20 feet

in length, but larger containers must be unlqaded
elsewhere. Since only small containers are handled,
users of the finger-pler benefit from less congestion

and therefore have better turnaround time,

Container discharge and loading -

Large container ‘vessel require considerable space

for discharge and loading operations, Often auxiliary

-
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faciliti{es, such as @ packing shed, garages, and

offices aré-rcqutred. ‘Large contntnero,roqutre a

-

shore-based crane for loading

and unloading. .
L'-Smllez"k'lﬁpeiatgioml do not _have such extensive
needs, It must be noted, howelir, that a specialized

con:ainer.ship may carry up to 1,200 containers, all

there -is space need for the same number of containers

. - € awaiting loeding, American container companies use the
trailei.park system for storage, This requires exten-
sive spac;, because every':fntainer stored at ground |

] o level hae to be accessible byﬁcractoy{ .Otﬁerl,.the.
British in particular, becagae of the premium on spaé;,
are introducing-a system known as 'multiple stacking,"
Handling equipmené anb space requirements are :educed[
bQ: a fast overhead gantry crane is required, Many . ‘

B : smaligr ports may pe unable to obtain the:; granes,
In additioni Qcceas to any one éontainet may not be
poasible'on.short notice,

United States ports have su;ceedcd in keeping

pace with container developments by froviding fscili-

-
. b

" ties aiding the container industry, ‘Present and
plarned facilities capable of handling fully con-

. tainerized vessels assure ample future cgpaciﬁ}.

C. Advantages and Disadvanﬁages- . ' o

The basic premise of containerization is lower costs (or

- 3e206 . .. . . i
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greater efficiency) resulting from a numbe: of advantages.

1, Advantages

\

a, Shiggent hrotection‘

o<

b.

C.

L

' By giving "permanent' pro:oction_éﬁ a ahtpjun:~
for ;hgxgnttre duration of tne trip, concaineillﬁ;b-
vide a means oi,grghtly reducing::hc niod_for pro-
tective packaging; Coac_savtnguzfrau thc_tcduction-
or elimination of special packaging ;rc usually’ sub-
stantial. Il addition, transporting goods in a .
sealed unit greatly reduces loss from pilferage.

The reduction of ioss and damage may also lead to a

downward revision of insurance rates,

-

Reduced handlina time
1Y * ’

Because containers allow cargo to be handled in
s §

large_standardized units, handling time at transfer

points is subitantially reduced, This has brought

remarkable improvements in ﬂturnaround time, allowing

shippers to reduce inventories in transit and to

give speedier service to customers.

-

Minimized gage:uork

The advent of containers has increased the ﬁoo.t-

bilities for hlniniiing the pupcrdBrk involved in

3-205
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“S§§$S'tnkornaC£onal shipments; for.cxunplo._:ho noo'of 3

| atn;;c.btll.qf lading would be appropriate for the
cnttrg'uo§¢mgnc frow oitgtn-to do':(na:ton. Hovhvc?,
the elimination og cumbaraome paperwork i;.prOBRQIIIHS

. ‘very slowly. ) e

.d. Rate structure 01&211£1catton'

fhrough~movencng of atcndardiz?d units sots the
stage for ntnpliftcntion qf the present éonplna 53:&
structure. This enhancas the posltbtltzy.of a avitch
from commodity-oriented tariffs to tariffs based solely

on a weight and distance,

e. JBasis for rate reduction
Y

By facilitating surface wovements, containers

provide a basis for reduction in inland freight

charges. .

2. Disadvauntages . .

T
Although many advantages are present, soms major
disadvantages and problems must be overcoms before cone:
tainerization will become a fully accepted and completely

integrated elament in the trauoportitton system,

3-206.
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lem 13 sometimes overstated., Many non-standard con-
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Lack of standardization BesT €

' . ‘
A lack of universal standsrdization has often

been cited as & factor interfering with achisving the

full benefits of contatnoriza:ton; however, this prob-

.

" tainers are used for specialized movements, receiving

high ucilization tﬁ.aovca in uhtéh there 1is llttio-or

no need for interchangeability, .

rl
’

Legal problems

’ con£u1ner use p£;aenta'mlny legal problems uhich.
have not yet been oatiofuc;grglj ;clolvad. These
problems generally fall into thie categories of either
reltticting intermodal aércumentg ani.operationo'or )

of complicating custgms and inspection proccdurcl;

L

. Traffic imbalance

N
Carriers face a number o problems which are
uniquely their own but which are, in th; long run, W~

reflected in the costs and.:cri}coa to shippers,

Hoit prominent among these is ihoinccd‘;o achieve s

o

balanced directional flow of traffic so that carriers

are not confronted with large. deposité of containers

which must be returned empty without cTrntng svenues,

’ -
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Laxge clgitgl {nvestnent ncngg

Containers ircresse ch: need for larze capitel .
investmants bncn.ﬁ& carciers aad hv ﬁcsiﬁ. Carriecs

A Q?' hava to invest both in the conntrqctton of contiiners

?:“. B and in alcerln; and building vesaslis to ut{lize con-

tatno;s. Dcpoto and pc‘ta‘mu.t alsd ba alrafﬂd to

Ea:.lita:e .oﬁtzinar Twovements, .

- -+ D.. Soms Aspects of Contathcr~vaago N . N

- i » Y —

1. - Supply

a

= : ) Containors aze ususlly eupplied by the carrier (stesn-

., ship companzcn ‘predominentiy; however, U.S, tlilroada have

b'ﬁ? purchasing und_lcaotng an {ncreacing number of con- '
K :Qinern). Also, indepepdent agencies supply containers
. | to thoss wishing t? rent or lease them. Carrier all&w-
ances for the use of non-cerrier owned containers are not

e uniform; types of allowancee wary from a per-diem charge

—

to a flat amount to a percentage..

T Lt . - 2
"o\ o, . .
= . -2, Packing of Container Cargo

* . Although container's often drastically reduce the need

= for grotoctiv. packaging, they do not eliminate it, - The

type of plckaging necessyry 1- a function of the. nature of

the, product, the type of ‘handling it will receive: . and the

a— . . .

S . 3-208
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climatic conditions :o'wh(ch it will ke cxpolg5§1 Coms .

' pactnoip 6nit.alao be conaid¢r¢¢; when freight is patd

{ ]
o .

per unit of cubic @measure, substantjial iavtn;a can be

N

"obtﬂ}ncd by cltminat;oﬁ of wasted space,’ In general, in °

-plektng'nonocpocgfltzed, nonpoiiahable'gon:atner cargo,

it is usually awff;ctidc'to use cardboard cartons wlthoq:.

metal atrapping. Cartons should be of dimensions which
will allow f;r ;:;tmun utilifation of interior ;oncq}nor
= kpace, Often, movesble beams or racks are available to
| aid in packing and damage prevestion, A number of permsnent

and tempoiiry insulation techniques can be used to prevant

e - .damage from cxboauro to abnormal ténporaturcn and moisture,
[ [ N ) ' [} . . -

-
[4

3, Hlné!ing of Containers ' R

The intermodal movement of containers requires a-
large amount of special equtpﬁnnt. Specially designed

e o forklift trucks are uucd'fpr tcrnlnal{unvcncnca'and

S ithcging; forklifts are particularly useful for loading

containars onto truckbeds, The "piggy-packer," character-

n

ized by 1ts large gripping mechanism, is sometimeés anS

for 1§ading and unloading “piggyback"containers. A number

_of straddle carriers and cranes, as well as lﬁlpbonrd

gantries, have also been designed for container handling.
} .

L4
[

- C '
4, Mo#lement of Containers B
: ' & |
;;'- . . Carriers have had to modify their equipment to handle

S . 3-209 )
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contain‘ta. Motor cattinr..have tmplcyeé & numbe; of
chalciu'and bogie designs for use with containo:s; when
QS? attached, the Qnif can be moved by a truck-tractor just '
o - & 8 normal trailer would be moved, Jaiircdds hansle
. g§§{’ containezs by_directly securing tham to & flatcar or by
® carrying an entire crailer assembly in "piggybaék"-faehiou.
++ Ocean cqarriage is in a pericd of uv«niition. Full,_pa:zicl,
or convertible c;n:ainor‘ahipl ara being buile, ;nd & nume
ber of Ihip! ary being modified to handle containers,
Other conventional veasels treat contaire:is 38 large pieces
of cargo which are stowed and secured i{n the usual manner,’
_ Vessels which have ;:owlge spece specifically designed for
container hendling usually have an advantage bQ:h in effi-

ciently utilizing space and in adequately securing caygo, ‘§

5., Carrier Liability

One of the major difficqlties of container use ig ..
that container contents may be surveyed agd inspected
only at origin and finai destination, Therefore, it is
often gnpolniblc to attribute damages to a particular
carrier., As yet, there is not a natinfuctoty integtqtlon'
'of the various legal systems under which carriers of
different modes and nationalities Opo£atc. Consequently,
liability provisions are u;ill very much unngt:led and

in a state of evolution,

.
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a, Variations in liability .
: ' BeST COPY AVAI AR F

A certain amount of uniformity in carrier lia-

. bility on a world-wide basis was davclﬁped;through
Tﬂe Carriage of Gcods by Sea Acts., However, the lia-
bility covered by these acts pertains only to ocean
carriage; it does not include land or air transpor-
tatien., In what may be a typical-interqugi_movamanc
of the future, co;tainers may move by"tgiék to rail,
from rail to ship, from ship td.tlil in a foreign
country, and finally by truck, rail, or barge across
another intctnationai border to tﬂe ftnallﬂeacination.
Liability provisions zoverning such a moxement would
change severgl times in the course of the journey,
For truck and rail portions of the movement in the
United States liability provisions would not be sig-
nificantly different. As soon as the containet is
put on board ship, however, the liability o; fhe
carcier is considerably reducédd, Hith_tranufet.franm
ship to rail, linbility would probably‘aglgn be
changed, However, nincgls different country, and'
probably a government-owned railroad, Qould be

involved, liability provisions would differ from those

»

of railroads in the Unit® States. Ftnaiiy, motor
carrier or bargé movement across still another inter-
national border would further complicate the liabifity

picture, Thus, the liability provisions which apply

3-211 ' -7




to the tutal contalner movement vary with four or

five carriers (depending on vhather ox noi truck and

o -
$§§ " .3ll are considered aliferent wWith respec. te lla- .
® ) , . ‘.

(Sbﬁp T biiity), and vavy witt w0 r ciiee differc&L counts iy,

< | o
depending upon how far the contairer moves, . An examplc
“of such a m¢ ewent would be trafiic woving ¢-om-the
Far East :0 Europe utilizing the Arerican "kend bridga."

"~ - -

b, Where does liabllity attach

Another interesting aspect of the liability
& - ]

question is where does the ocean carrier's liability .
- attach? - ~
Traditionally, the ocean carrier's liability has
been "from end of ships' tackle to the end of ships'

- tackle, ' meaning that the carrier is not liable for
loss or damage while goods are on the pigt or eh route
from inland origins or to inland destinastions, How-
ever, in the case of ; container which wmay reasonably

_be considered as an outdoor part cf the ships' .hold,
one may argue that the carrier becomes liable when
.;hg_goods-palu into the contain@r on tha premise that
thg:gontatntr is an object governed by the cat;ier.
Theze is no doubt that the problem of liability
‘in the case of container movements, particularly in

internationsl movements, must be dealt with, ‘soon.

Perhaps a convention similar to the one from which

J-212
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;he Carriage of Goods by Sea Acts originated is
needed in order to define liability and to devise -~
uniform rules. for the settlemant §£ claims for loss

and damage of containerized trqtfic.'

6. Bills of Lading Provisions

" Provisions of the bill of lading are very closely
related to the liability question. Under most ocean bills
of lading in use today, there are provisions limiting
carrier liability to .§500 per package. Some ocean carrﬁbrs
consider the whole container as s single package.‘ It
appears that an approach must be found which will'allqw a
more realistic and uniform cargo valuation for the purpose
of establishing liability limits forrcarriera. |

Other provisions (for example, the length of‘time
alluwed for filing claims and for filing nu%t if a claim
is denied) vary between the modes of transportation as
wvell aé between countries or legal jurildictionl. Con~
sequently, efforts must be made to develop through bills
of lading with provisions that will be uniformly inter-
preted regardless of where an issue céncerntng a bi;l of

' lading provision is raised,

7. Customs Inspection - .

In the past, customs regulations have been geared

to inspection of all‘incoming and outgoing traffic at

Q ‘ ’ 3'213




coastal ports, Additicnaily, fees are ussessed and
collectad on contents, insurance, fraight and handling
costs at ports, Also, scma countries sgsaae s two to

four percent "turnovar tai" on the sum of all charges

already made, Such procedures are not conducive to

N
>

L ]
s

greuccr'froodom of cargo movements. The increased

importance of air cargo has prompted the first: basic

, change in regulations, Some inland custums inspection

points have been éotablinhed, and more are being planned
in the Unitad States, In'ﬁhe European Cosmon Market
great progress has been mzde throuzh the development of
the Custous cOnventton on Contaiuer.

Classification of the container facilicaten its
movement through ‘customs end lagal barpiert. Unlike its
old wooden counterpart, the crate, the container has
become a pnri of the transportation equipment, Where
inland 1nnpoction points are available cuotoml fees and
turnovar taxes no longer apply at the port of actual
entry. Port Authorities onl; make a number check of the
containe:, which then is free to move to an inland inspec-
tion point, In order for the coﬁtatnet to move to this
inland inspection point, the steamship company has to

post an "instruments of international trade' bond to

guarantes the nature of its contents, -

Insurance

The insurance industry has quickly adapted itself to
* ¢
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containerizacion, It has long offured insurance necesa#ry |

for coatainers; nam;ly, tha."uatqnouau to warshouse' cov-

erage of transportation risks or tho.“opon cargo policy"

which ptovide; 1nougancg for a shipwent from a point of

origin tﬁgzhgh a port pf'loadina or discharging to an

~interior point of deutiﬁation. Such a feature is of

particular importance for the further development of
containerizaction and the eventual development of & fully

integrated container system,

a, Risk considerations

Marine insurers of contéziners have some important
considerations regarding the risks involved, For example,
dods a container which is "bottom-stored" in a vessel have

the same risk as an exposed container on top deck? If the
. -

* ‘risk differs, should thé rate based on the worst conditions

apply equally? ‘

Shipping of containerized cargo 1o'expocted to yield
substantial reductions in 1ns§r¢nce premiums. Pi}ferage
will be greatly reduced; damage will be decreaogd because
of teducea handling and less exposure to the elements;
non~delivery or delsyed claimy will be reduced, provided. )
incompatible commodities are not stored in the same
containcr:.

These possible reductions could, however, be offset

by damage due to poor loading, inadequate packaging of

-
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\§§3'3oodl in a container and rcugh handiing of convainurs

while in transit, A contributing factor m:y be losser
paid by hndcrwtitcrs becauses of the inebility to pin-
point vhers or wheun daﬂiée.cccurroi to the cargo while _
id the sealed con;niaer. Lossec resulting from und;r-
write:l-baina unable to collect from ocean carriers

&8¢ 3 result of the $500 limitation of liability per

“packsge," in this instance the container, may also

prevent reduction of imsurance premiums,

Changol in insurance practice

Although most insurance {s still based on a

'door-to-door.novgnint, some individual changes have

occurred, iUnited States domestic ocean catriige to
Alaska, Hawvaii, Puerto Rico and other deatinations
. . e} .

allows the carrier to assess charges which include a

premium for insurance., The carrier is the beneficiary

of :hn insurance policy and pays for the losses

incurred by owners of shipped goods, The insurance
company assesses carrier premiums on the basis ol
gross receipts., Regardless of what fora insursnce

takes, though, its importance will continue even though

it is difficult to administer on containers, It is

. hoped that eventuslly mathods will be developed per-

aitting cargo insurance on an ‘all risks" basis.

This probqbly.vould necessarily include a deductible

( clause, especially for coverage of containerized goods.
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General Class Eication'of d:}rtcrl

A,

There are five basic modes of transportation--railrosds,

-motor carriers, water carriers, air carriers, and pipelines,

1. Railroads

h Railroads are either px_-ivate Br c:omon carriers, The N
_¢ ' priJ;CeLgroup is unimportant in domestic inter-city® snd
import-export trgffic movements. Railroads are further
designated as linehaul, switching or beltline, and terminal
carriers., Linehaul carflero handle inter-city traffic,
'Switchina,;r beitline carriers offer services between

major rail yards and waterfront areas, industrial areas,
warehouses and the like. Terminal railroagf'are usually

owned by one or more of the railroads served, and offer

services in terminal areas.

2. Motor Carriers

Motor carriers m;y be passenger operators or frejght
operators, These are further subdivided into common
~ carriers, confrac: carriers, exempt carriers and private
carriers, Common carriers offer for-hire services to the
general public, and are normally clooofy cegulated by :h&

Interstate Commerce Commission or a state regulatory agency.
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Contract carriers are also for-hire carriers but are
dutingui:-hnd from ~ommon carriers in thar they offer their
;sorvicoa t; a very limited segment of ths puglic and per-
form only under individual coatracis with shiprers,

Exempt ca;rigrs may offer services either on a com-
mon or contract basis.: However, due :o the nature of theiv
opcrationé or the commodities whiéh they specialize in,
these carriers :re specifically exeapied by statute from
economic regulation st the federal level,

Private carri;rs ars also exempt from all economic
regulation but must, like exempt carriers, ob;erve ali

safety regulations,' PBrivate carriers are not for hire;

rather, they transport the owner's own gocds,

Water Carriers

‘Water carriers may be divided into domestic carriers
and international carriers. The domestic carriers may be
further ngbdivtdcd into three groups--Great Lakes carrigrs,
couatai carriers, and inland waterwsy carriers. Each of
these 1nclu4¢u elemants of common, contract, exempt, and
private carrisge, |

International ocean carriers include both the United
States flag and torcigﬁ carriers.’provlding services that
way be identified s3 liner or berth services, tramp ser-
viees, and tndmtrul' earrtagc; Liner or berth service is

rénghly squivalent of common carrisge, tramp service is
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spproximately the same as contract cairiage, and industrial

*

carriage corresponds to private carriage.

4, Air Carriers

~
. )

Air transportation is divided into general aviation
‘ and commarcial aviacion,

General aviation includes private pleasure flying
as well as flying done by private industry for putposéB
of transporting equipment, supplies and personnel, and '
flx}pg in connection with ctOp;dhsting. fire-fighting,
and%similat accivici?a.

Commercial aviation is carried on by domestic trunk
linfs, domestic local service carriers, international and
overseas carriers, all-cargo lines, helicopter services,
and non-certificated air carriers, Air carriage may also -

be classified as common, contract or private.

5. Pipelines
L 4

Pipeline carriers of petroleum products are both
. common and private, Almost all of these carriers have

common carrier status,. however,

. B, Ttanlgortation Service Characteristics

The most important transport service characteristics in-

clude speed, frequency of service, dependability, availability,
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and cipability.l

Speed refers to time required to move goods from origin

N
SR
NY'to destination.
W
dﬁﬁ Frequency of service refers to the number of s~haeduled
é§§ | (and actual) departures per unit of time, uhefean dependability
is a meadure of the general ability to meet 8pecified schedules
\ .

(i.e., a measure of on-time performance),

Availability is related to the unumber of (aﬁd to some
extent the nature of) points tv and from whtch a given carti;r
or mode offers .ezvice.

Capabilicy refers to the range of comnodity character-

istics (i.e.; eize, fragile, frozen, liquid, explosive, peri-

shable, etc.) which may be accommodated by a carrier or a mode.

C. Carrier Services

1. Rail and Motor Carriers

Surface carriers concern exporters in two ‘'vays: as
interna “ional carriers to points in Cansda and Mexico, and

as domestic carriers serving air and water ports.

a.” Canada and Mexico

American railroads and motor carriers offer con-

necting services to points in Canada and Mexico. A

A ]

5.1, Heskett, Robert M. Ivie, Nicholas A, Glaskowsky, Jr., Bus:neas
Logistics, New York: The Ronald Preas Company, 1964, p. 70. -
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through shipment can neorxmally be made in the same box-

car or trailer; this has the advantage of greatly

decreaskng the putential for loss and damage from ' <::f

additional handling.

L

b, Transportation to Ports

-

Surface carriers are a vital link in export
¢

distribution by water and air. They are critical

from the standpoint of time and for the phy;ical treat-
.me;t of shipments, Trgffic departments of su;face

carriers connecting with international air and water

ports are often equipped to provide substantial amounts

of information and assistance to exporters,

c. Sgeed

.

Transit time for truck movements is normally much
less than transit time for rail movements, The speed
and flexibility of truck pickup and delivery makes
motor caerriers particularly compatible with air freight

e
operations,

d. Schedules and Frequency

The greater flexibility of motor carriers allows

them to provide such fiequent service that scheduling

is usually not a major concern, Although rail carriers
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provide relatively less fraquant serice, the difierance

is sometimes not significant emough to exclude them 4s

.an alternative on the bas{s of schaduling.

Capabilities

Rail carriers are relatively more cqpagle than
motor carriers in haﬁdlina a vatieéy of shipments,
Motor carriers are subject both to greater spatial
restraints and to various.hiéhway :egulétions

restricting their loaded uctghc‘lhd mavement.

Availabilipy

‘Motor transportation may be physically available
anywhere there is s road. This does not necessarily
mean, however, that cgr;ierl providing efficientland
direct service will be availuble. Rail carr}age is
available at any point served by g rail route. If a
firm does not have a rail siding, it is necessary to
load and unload at a public tesm track. This addi-
tional handling often causes rail tranaportagion to

be costly and inconvenient,
- -

Handling

1f a shipment is packed and secured well enough to

withstand the rigors of ocean carriage, there should be
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little §4nc;rn for its safety during.motor or rail
" 7 movement, In the case of sir carriage, which requires
a minimum of protective packaging, caution must he
exercised to insure sufficient procection_ag;inac

possible damage from ground handling and movement.

2. Domestic Freight Forwarders

Domestic freigﬁt forwarders are of épecial value to
exporters who make relatively small and infrequent ship-
- ments. Freight forwérderu accept LTI ("less than truck-
i load") and LCL ("less than-carload") freight and consolidate
it into TL {"'truckload") and CL ('carload") shipments.
Rates are normally leas than carrier LTL and LCL rates but
more than TL and CL rates, Income of freight forvarders is
derived Irom the difference between their rates and th; TL
and CL rates,

rd

3. Ocean Carriers

Ocean carriers, the bacipone of international tranas-
portation, consist of two primary groups: ugmmbn carrferl
which provide regular or scheduled service (i.e., liner or
L~ ] berth service), and contract carriers, which have ao regu-
‘lar -schedule or fixed itinerary ii.e.. tramp or charter

service),
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Speed

Because of the nature of the nodo,_apooJ“:;nnoé
be a crucial factor when considesing the movement of
goods by water. This does-not mean that shipments
: will not necessarily receive expeditious handling by
an ocean ca::tcf; it simply msans that tpo mode itse.f
is characterized by relgtive slowness, It is imporianc

N o

to note that speed iz detérmined not only by the speed

- of the vessel but also by the carrier's cargo handling

efficiency and the mumber of intermediste stops

involved on a given voyage. . {

Schedules and frequency

’

pecause of the enormous capacity of ocean vessels
and the comparatively limited number of units in ser-
vice, the frequency of departures and arrivals is
considerably lo1rr than-that for other modes, Hov-
ever, common carriers do offer the advantage of regular
service. Whan using tramn or chartar sayvice, schecules

must be arranged 1ﬁd1v1dunlly.

el

Capabilities

' Ocean transportation ranks highest in terms of its
capabilities to handle & variety of shapes, sizes, snd

types of shipmants, lotﬂ vessels and ports often have -
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special equipment to handle unusu#lly heavy or outsized

- . .

cargoes, 1f special handling is required it is necessary
‘ . ¥

to ascertain that equipment will be available not only

at the point of departure but also at dgltiﬁltiﬁn.
‘ d

Availability’ , .\

ngediate availability of ocean transportation .
depends upon the shipper's proximity to a port, How-
ever, availability is extended to inland locations by
a complex network ofvaurface carriers providing con-
necting service, As a reaylt, most shippers in the
United States have access to a &eep'w,te; port in a

matter of days, or at most two weeks.
L, -~

An ocean shipment will normallyltnvoive 3 con-
siderable amount of trndsfer,‘handling,'iné time in’
transit. Each of these factors incteales ;ﬁe potential
for loss and damage, Therefore, étopér protection and

packaging is essential in moving goods by water,

4, Aizr Carriers .

a,

seced

Compared to oc¢an transportation, air has an obvious

advantage in speed. A shipment leaving a ‘United States
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b.

C.

\

day.

-

-1ntgguationnl airport in the evening can' reach most

large cities in the world by the next morning or

-

afternoon at the latest. .

®

Schedules and frequency

3

Interaational sir carriers have concinued to

* incresse the frequency of flights. For most export

needs, daily departures are normally available, and

it is aow quite common to have several daily flights

between major cities. Frequently air cargo departures
are in the evzatng. "This conforms to airline needs
for maxivum utilizatiun of facilities and equipment,

but also coincides well with small shippers' needs to

.dispatch most of their shipments toward the end of the

v

Capabilities

The dimensions of air carrier cnpabilttiec‘are
.. { -
determined by the lift capacity of the aircraft and

the design of its fuselage. This severely limits the

magnitude (size, weight, volume) of items that may be

Il

transported by air. However, this should bear on the

.~

-decision _to use air transportation only to the extent

that these limitations dictate sbsolute maximums

vhich cannot be exceeded.
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It should not automsiically be concluded that
thipp;ng anything larger than wutcho‘ or spark plugs
by air would be insppropriate. Air carriers can
readily advise an exporter of the physical limitations

of cargo accepted for carriage,

Availability

Availability of air service is determined both by
the transport faqilitiel in the originating region and
Dby the facilities available at destination, Not only
must both regions or countries have connecting air
freight service, but adequate pick-up and delivery

services must also be availkable,

<

Handling

One of the principal economies of air shipment
(versus ocean shipment) i{s that packing costs are
often substantially reduced by the use of air freight,
Ocean shipments require heavy crating, considerable
protective padding, steel strapping, and waterproofing,
The nature of cargo handling in air movcmentl'elimi-‘
nates the need for costly packing and usually reduces
the level of loss and damage., Ground handling of air
freight has been grcatly‘improved by the advent of

automated terminal facilities, In addition, the use

i
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of air containers has brapsht dffitiencieo to carrier
A oparations and cost savings to shippers. Not only are
w .- rate incentives offered for container usé, but savings
& also come to the exporter from lower packaging costs

~ and reduced pilferage,

D. ‘Ratemaking and Pricing .

l. Domestic United States

a, chulation

In domestic ;;anlportation, governnent agehcies
play an active role in regulating ratemaking a rate
publi;ation: The Interstate Commerce Commission reg-
ulates surface carriers and the Civil Aeronautics
Board regulates air carriers engaged in interstate
transportation. State zovermnments have authority over

the economic regulation of intra-state movements.

b. Rate bureaus

" Domestic carriers are allowed by lav to form rate
bureaus through which joint action can be taken to
establish rates, These rate bureaus are organized
regionally; the "boundary"lines and size of area

covered Qary from mode to mode as well as within mode.
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Rates o
;A'"rate"-1n4:£;naporcation is synonymous wigh
price. As prices are quoted in doliars and cents per
unit (e.g., per pqund, per board foot, etgc.) so are _
rates quoiled in cents per hundredweight (cwt,) and
tons, Ir. the United States rates are published (as

required by law).in tariffa, Freight rates falli into

three broad categories,

(1) Class rates

Class rates are based on the transportation
characteristics of the commndicy (weight, volume,
ease of loading and discharging, etc,) afd on
distanc; and other characteristics related to
the movement. For simplification, a large number
of commodities have been reduced to a very much
smaller number of groups or "classes.” 1In each
group are found commodities having the.same or
;lmilar tranlpbrtation chafaﬁ:etiacics. A per-
centage rating (e.g., 70%Z, 400% etc.) has been
eotoblilhod for each group. _Indivtdual articles
are puhliahed tn‘alphabetiéal lists known as
classifications, where the percentage ratings
are shown,

In this scheme one may think of the 100 per-

cent rating (i.e,, Class 100, also formerly known
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a8 Class 1 or First Claas) as reflecting in some®

sense an "ideal" commodity for transportation
purposes, Such a commodity tends toeﬁtilize ths
weight and volume capacity of the vehicle, it is
not 8 "high'" nor a "loQ”lwblue item, it has some
sort lof "average" suaceptibilit'y_ #0 1loss and
damage, and is "average' relative to handling
and énny other characteristics. A rating assigned
to an individual item reflects the 'deviation" of
this item from the "ideal," Thus, a re=latively
low valued article which would not move unless
given a low rating may_be rated 70, whereas a
low-weight, high-volume (i.e,, low density) item
may be fated 150, |

" The ratings  found in the classification are
usea in conjunction with a schedule (tariff) which
shows the rate or price per hundredweight (cwt.)
for moving commodities with Class 106 ratings for
various diatancea. These rates are 'tapered,"
i.e,, they do not increase in proportion to
distance, Thus the Class 100 rate for 100 miles
may be 1l4¢ (1,14¢/mile), Qheteai the rate for'
200 miles may be 149¢ (0.75¢/mile). By combining
the classification and the taziff the fotal freight
charges may be computed, For exanple,' a commodity

rated 70 and moving 10U miles (using the above

Eigurei) would be chatged_70 percent of the 149¢ or
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104¢ (14%¢ x ,70) whereas a commodity rated 150
would move at 224¢/cwt, (149¢ x 1.50).

Although rates and ritlngl are twodifferent

‘concdpts, thay are completely inter-dependent in

the-class rate structure. The discussion of these
concepts here is a simplification of various dif-
ferent existing class rate schemes; however, the

basic philosophy underlying each is the same.

’

Commodity rates

Cormbdity rates are prices quoted for

specific commodities, Thase rates are published

L4 -

in commodity tariffs and may not be applied to

. other than the named articles. 1n addition to

" tuls restriction, these rates apply only between

naned peints with the requirement tha; the shipper
must tender certain minimum quantities for the °
rate to be granted, é@nnnditf%ra:el are nofmally
applied to bulk commodities movingain large

quantities,

Special service rates

. Special services such as heating, refrigera-
tion, local luitnhing, diversion and teéonstgnment,
stopping in transit, pickup ind delivery and many

others may be performed by carriers. These services

4
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\gﬁs'aro sub jact :o charges in addition to those charged

W
for the line-haul (i.s., intercity) movemant,

Q‘\
<§5§QS> _ . '

. « (4) Export-import rates

L)

i
.
:

Export and impori rates apply to doxmestically
originated or destined goods moving to ov from a

port., They are frequently considerably lower than
the domestic rate for the same movement, Howevet,z

these lower rates are not required by law (altho;;h
they are permissible) and do not exist on all
products. Export and import rates are ffgquencly
structured in a wanner designed to equalize port
advantages, _ ¢

2. Internationai

a., Ocean carrier cunference system

A ltcm-lhtp conference is a voluntary association .
of ocean carriers formed for the purpose of regulating
price and’ other compstitive matters,

There are more than 300 existing steamship freight
conf~rences, each serving a different international
trade route. Each conference is composed of several
shipping lines serving the same route, Agthounh con-
ferences may fqr- groups to achieve gr;uter administrative

[

economies (for example, one of these groupo!xthe
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"Assoc{ated Latin_ﬂhorican Freight Conferences," is /
composed of ten separate conferences which share the
same chai;mnn and offics space), they act caﬁplotcly
indcpendently when setting rates and establishing .
conference policy. The primary purposes of conferences
are establishment of uniform rates, development of trade
pt;cg}c.a, promotion of trade between the countries
which their members serve, and restriction or élimi-
nation of non-conference competition,

Conferences began in_ the late 1800's when an
oversupply of shipping capacity triggered severe rate )
wars. These rate wars resulted 1# poor o;rvice and

S °
u/ﬂpn:nd serious threats to the future of existing shipping

- lines. Therefore, conferences were forme% to regu-
1arize the rate structure and compéticive practicea,
After the turn of the century there was heated contro-

sversy over the legality of.conference agreenents,
After a four-year investigation, the Congress of the
United States p;oocg the Sﬁipping Act of 1916 which.

affirmed the legality of conferences and established

their exemption from anti-trust laws,

(1) Rate formulation

Of greatest interest to the dxporter is the
fact that conferences establiah ahd public uni form

\rates, There are seversl factors which go into
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st the setting of rates. 7Ths most imncztent of

these are the physica® chartacceristics of the

shipaent (weight, space required {n vescel,
unusual dimensions) and the distance of the move-
ment. However, a number of other factors (such

S

a3 the volume of traffic between the ports

involved, the nature of the port facllities a-

each end, and the cargo's suacaptibility to davage
. & * .

and pilferage) play significant roles in rate

determination. Although rates are "fix2d" by

—

. tha conferences, they are {ar from “fng unchange-

able., Not only are conferences subject to com-
petition from outside or independent carriers but
thcy'atQ also subject to shipper pressure for
lower or special rates, Shippétl ate often given
lower rates when moving ca;go:for devel&b&ent
projects of major economic importance., Examples

of such projects would be construction of lagge

factories. dams, power plants, or major tourist

faéilicies, In these cases conference carriers

might lower their present revenues in anticipation

A

of generating large. revenues in the future,

’

Conferences also give consideration to-well-
decu-nted shipper requeats for rate reductions

based on grave competitive situations or other

_hatdohtpc.
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‘Confersnces often grant lower rates (cf,
7

di‘countl) to lhtppcrl/who commit themselves to

s 8ive 100 percent of their business to member lines. *

The reductions utually fall within a range of 10

to 25 percent, and the resulting rate is referred

¢ to as & contract rate, This duzl rate system has
often been challnnged'&u being di;griminltory.
Conference lines, however, defend it on the basis
that a mesns of assuring a stable share of :riﬁe
on a given route i neeéded if the risk and expense
of,providing regularly scheduled services is to
be covered,

¢ L

(3) Rate quotations

. Ocean rates on generai cargo are quoted on
both a wgight and ‘a voluqe basis, with the carrier
hnviqg tge option of applying that basis which |
yields the highest revenue, Rate quotsations
generally.take one of the two following fgrhn:

"one ton, weight or measurement, ship's option" -
.a ton by weight is generally 2,240 pounds and a
ton by measurement is 40 cubic feet (the exact

Pvetght-volume relationships vary somevhat with

geography and trades); or 'measurement rate/weight -
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rate" . for example, 25/A3 would mean §.295 per

cubic foot or 5,63 per'mne hundred pounds, -hich-

. ever would yield thc highaet reven'ie,

b, Air carrier conference syst.m

QY

(2)

N

Intecnational asr trannport associdtion

?

A conterence system ulso ex.sts in inter-

uational air transporczation; however, lc differs

k3

in structure .from ocear cirrier conference s stens,
Some 100 international airlines are united unde.
the auspices of the International Air Transport

Association (IATA). For the matter of working

out rate proposals, IATA is broken down into three
Traffic Conferences, each of which is concerned
with movements within a separate geographic area,

i.e.,, North and South Atlantic, Europe and the

Middle East, and Asia and yhe trans-Pacific, Eath

of these conferences ha: gtanding committees on
costs, rates and administration of agents, All »
action taken by these Tiaffic Conferences regarding -
rates and fares must receive a unanimous affirma-
tive vate. IATA hgreemeutg)lre sub ject to'the
approval of the govemmenté favolved,

r

Rate formulation

In air transport, as in ocean transport,
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. ‘ thcri is a considerable number of variables which
affect cho.rnc. making dacision., Tho most import-
ant of these are size ‘(weight, volume and lhlp.):
densiry, value, packaging, -and lu;ccpcibility_to-
loss and damage, Rates .are of two types: ganeral
.commodity and specific commodity, Both are quoted
on a per-pound bauls and are characterized by break-
point dicgounte'to encourage larger volume; Rates
App19 on an airport to airport basis; however, most
carriers ha;e existing arrangements undaé which
pick-up and delivery services can be secured,
Relations betwaen domestic and international.
air carriers have been formalized into interline
agtuounﬁtn which provide for the transfer of

cargoes from domestic to international cscriers

without additional charge to shippers,

| (Shticl and Liabilities »f Domestic Carriers

. hY
1. Common Carriers

¢ Under United States lny_comnon carriers are required

to fulfill four duties or responoihiiiticl; These ‘are the

duties to serve, to deliver, to charge reasonable rates, and

Id

to ngeid discrimination,:

-

a. Service

This duty not only rcﬁuirca the carrier to serve
~ 3207 | ' i ’
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Q\§§S Eut also obligates him to pérforw his services with
<g} reasonable dispatch apd to maintain his lac.lit.es
? » . :

in reasonably good condition.
- 14

Delivery inm good order of géods recrived fer
shipment {8 a atrict carrier duty (with several limi-
tationd, Commo:. znd sté:dtory laws do not hold

- _ ' ~carriers liable for loss and dgﬁage due to Acts of
I N . . )
. - God, Acta.of the public enemy, Acts of ‘the shipper,

- ' Acts of public aucbprity,nand the inhereat vice (or

. nature) oi.:he good@. Thesé'llmitations, however,
are not in effect when the carrier is negligent, Tne
burden of proof to show cause of loss and non-negligence
'is on the carrier, Liability begins when a carrier
receives the éédd: and ends upon delivery to the
correct Eonlignee. Usualiy the ;owmon carrier's duty
to deliver ceases when an attempt to deliver or a
: ‘ reasonable nctice-cf'arrival of the shipment has been

.

. v given to the consignee,
[ | 8

&

¢. Reasonable cates

Rate contxol has been delegated £o appropriate
state and i;denl regulatory agencies or com;uono.
Cormission decisions are subject to judicial review.
Cltrigtl nnﬁ only cha:ge approved rates,

3-238




d. Nondiscriminatisn - ' BESf COPY AMARABLE-.

.'bia;rzuinnc§en refers to giving dtffctcn: tiaat-
. ment under like circumstances or giving similar treat-
‘ ment under different circumstances. This can be in
" r the form of prige or service discrimination, and can
be against types of traffic, pcraéna,"placca or
organizations, It is important to noto that it {s .
only "uhduc" discrimination which is 1llegal.

2, Contract Carriers

'S - .
Contract carriers are not subject to the -same obli-

gations as common carriers. Their obligations are deter-
mined gy the tcm;; of the contraét entered into witﬁ
shippers. There is a requirement, howeve » that contract
eitgiq:a operate services which ate not contrary.;o public

~

interest,

ties and Liabilities of International Carriers

1. Ocean Carriers

Ocean carriers transporting goods to or from' United
States portn in foreign trade are aubjcct‘:p thg provtliono
of the Cnrtia of Goods by Sea Act of 1?36 (COGSA). This
act delineates the rights and rccﬁ%naibiltifba ;f tﬁc parties

involved in international ocean transportation.

o
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QQV ‘Undg: CGGSA, a carviar ;s tequivad to exercise due
diligence befqré &ad at tac &uart vt d4 ayage "o make tne
& _' ship seaworthy, to proparly nan, equip and suapply the
vaasal, aqd to makag tLe uolde r.t aud‘safé for receptaon,
carriage and preaerwaciﬁn ot ;he_ca:so. Ih;rn ia also a
—feqniremgnt of propar handling., Tnis ;néludes appropciare
and careful iuading, hand.{ng, cBTrying, «ueeping, caring
for,.QﬁJ discharging of the zazgo, |
_qu§ receipc of goode a car:;e; is opligated to issu:
a“biil-of lading showing identiiying marks o£|cargd, numnber
- of packagea, or quantity or wujight, as furnished by the
.sﬁipper‘in wr}ting, and the agparept order and condition
'oi goods, Carriers are not allaowed to conirgctually limit
their liability except under special.citcumaﬁances provided
for in the COGSA.
In additiom to cthe limi:ationb of liability to which
. dbmeslic_éamngn carriers are entltleg (Acts -of God, public
”enenies, public authority, shipﬁg:s, and the inherent
_ anQie of the goods), éceananrriers are entitled to a
number of additional exempciéns. These include unseaworthi-
ness unless caused by failure to exercise due‘diligence;
eré&ra in navigation or management of the ship; fire unless ”
quled by the carrier; perifa of the sea; saving or attempting
to save life or pfoperty while at a;a; ingufficiency of
‘ packiﬂé-or nirilng; and latent defects and any other cause
arising without the fuult, neglect or privitf of the carrier

or his agents, In addition to t his, COGSA provides for

. maximum monetaiy limitations per customary freight unit.
| ) 3 3-240
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| ey PNALIBLE
Air Carriers | . Best .

The Warsaw Convantion, adopted in 1929, i& & multi-
lateral :3;¢¢mnut which enumarates the lisbilities o
international air carriers, 1In general, air carrier h
lilbilitidl-plélllil closaly those of water carriers,

That is, as well as having the exemptions given démnntic
comaon carriers, ianternatiornal air carriers are exempt

from liability for loss or damsage caused by errors in
piloting, navigation, and handling bf the aircra:it, as long i
as the carrier can demonstrate that due diligence has been

exercised,
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Eﬁé AND AIRPORTS

Introduction

The word port is derived from the ﬁatxn porta xeaning
gate.'trhio gradually acquired the meaning of gateway from
land to sea or vize versa. With rhe deveiopment of air
transpor:ation the c;ﬁcept cf a jzateway has been retained;
however, the emphasia na land a&d séa has dimin?shed so that )

se&ports lgd atrport;'today are thought.of as gatewnyaifacill-.
tailng tranlporta:ion bﬁ}veen regiors.. These regions may be
. within the ssxe nltl;nll political jurilﬁiccion'or may be
located in separate countries.
| In‘the case of seaports the first requlré;ent is that it
affords a@cqu&te shelter to ships. Byzuhel;er is meant pro-
tectton*ag;inst the elements (i.e., against the action of winds,
wvaves, etc.). Such protection is offered by a harbor which may
be natural, as in the case of San F;incllco Bay, or man-made,
8s {n the case of Los Angeles Harbor. 1In a stnilat.fachlon
- airports must be so located chatrthe.effectl of weather are
ninimized to insure year-round usage. Without appropriate‘
shelter commercial routines cannot be carried out efficiently.
In order to carry on trade and commercial transportation
operations, ports wust have navigation facilitfes; ptéii?(or
loading f“‘ discharging platforms or areas); vtrehounsg;jcrnue;
and o;her equipment forrcarQQ handling; repair and other
fucil*{lel for fueling, servicing, and acquisition of supplies;

’ ' 3-242 < >
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and there must be adequate organizationsl arld physical

. arrangements to Trovide conneciiun with other modes of trans-

portation serving the ‘'hinterland.”
The port "hinterland’ (a term derived from German, meaning
"the land behind") is the tuibutory. area behind the port. This

area may ‘be contributory meening that it is source of originm

for outbound traffic (e.g., expsrts), or it may be distributory
which means that it is the destinution for 1n00und traffic.
The hinterland may aleo be a combination of the two.

The geogriphical boundar; of the hinterland is not easily

Ll

. dravn on a map; it can be drawn only with reference to

‘particular traffic; consequently the delineation of the

hinterland serviced by a particular port or airport can only
be made if distinction is made between inbound and outbound ’

traffic, and between passeniers and cargo. For cargo, &

"distinction must often be made between commodities. The

°

hinierlnnd may be determined by the rate structure of the pért

4in combination with the rate structures of the various modea of

transportation connecting the port with the hinterlund

Ports (sea and air) may be viewed as critical 1pter-
change points for the Qartéuq modes of transpprtation. Tﬂ;
orgnniz‘tion, design, structure and capacttj of‘;orta nay
impose limitations on or facilitate international and domestic.
trade.: Ports provide an essentialslink in the long chli; of

transportation which'boknecta producers and consumers,

particularly in overdeas trade.

)
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B. Punction
' .‘,\\‘\E 4

' o W 3
l. Seaports Q§g§ £

:Catrier freight rates aze baaed pertly on the upe«d
. of ship-"turn-around." The cime a ship is delayed in port
| represents a significant cost factor, which in turﬁ furthﬁr
inérecacé the total "1n-p§yt" Cargo handiing expenses. Tn
" reduce criticai ship turn-ir-und.time, carriers nnd\yort
an;hgrgtle: ate placing great emphasis on improving amnd
nodernlz{;g conventionaf cargo handlidg eqﬁipment, as well
as converting t§ container ports to the extent practicable.
The primsry function'of & port ia to fscilitare the
transit of goods; its secondary function is the'varehouling

’

of cargoes far itotago or processing.
). .

T . * -

2. Airports

" Alrports provide fecilitles, for aircraft shelter, '
supply, and repair, and for the regular reception or
discharge of air passengers and tctgo} With the tremendous
iacrease in air cargo traffic, more ;eo;raphlcal agparation
of passenger air terminals from all-cargo air terminals
is indicated. .

Also locdted ia all major United States airports are
- Federal Aviation Administration (FAA) operating datsch-
' ments charged with the respoasibility for controlling air-

space and insuring safe operations.
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With the advent of jumbo jets and all-cargo aircvaft
of greater_apoed and increased capactiiy, sir cargomm;;;-ﬁ
qentg (dome;tic and overseaz) will ptpbably cunt {nue to
make substential atrides. Hence, atrports with sufficient
uupporting capacity, flexibility, and innovation potential
are essential to cope with growing cargo tonnage move-
ments. Future fuuctions of airports will include morxe
foreign trade zones, as 4ir cargo movemeats increase at
projected rates. Whereas seaports are generally limited
to coasﬁal locations, airports have more site flexi@iltty

and are normally liﬁg:ed only by economic and e.viron-

mental considerations.

Services

Services provided by port opevations fall intu the gen-
eral categofiel-of those furnished to ships, those rendered

for cargo, and those made available to nhippera.'

l. Seaports .

a. ‘Ship services

*

{'.‘J' ) : -
Typical services provided to ships encompass

repair, handling, protection, supply and maintenance.
These services include dry docking and ship repair
facilities, pilotage, anchorage, dockage and whnrg-
age, line hanélins, protection and securdty, ship

, & . v b
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ng“fu-tgutton, cuarantine service, .h.» vlewning, fremn

wataer, oil bgnkera (fualing), lauuci service, and
R dunnage (lumber and other satsriale vsed to brees snad
Drotect cargo), &8 well am sevrvices tuv insure propgr

stowage and securing of cargo.

b. Cargo serv.c:e

(1) Stevedoring

Includod h;reth stve loading, stowgge, snod
discharging of shipe' cargoes. Where possible,
loadlag os dischhr;e 6 perforaed ditéctly.frnm
ships to concwcting conveysnces deliverinz or
pickihg'up cargo, e.g§., ionﬂtng directly from

rail flat cars to a -hip's hold.

°
(2) Varehousing

\
F¢ - cargo awaiting further movemsnt, trans-

\_ tﬁ. or otherwise requiring storage, avail-
abilicty of sdequats warehoucing sheds end ser-
vices is an important criterion in evaluatiag

a port's service potentisl.

() rt packi

Considerable cost savings can be obtained

by the use of specialis’s {export packers), who
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* xnow cargo pecking eud ,rotection requiiements
of originsting and dertinpliton ccuntriss.

REST COFY RV NisELE

(4) Heavy lift

Thie service i¢ generally in the form of
land-basea or ficating ciranes o; derricka.to
load an’ off-load-cargo which catiiot be handled
by a ship's own gear or land cramee. Lack of
heavv-1ift capecity by intended ports of call
may place severe limitations on carrier accep-

tance and expedition of certain cargo.

(5) Inspection and testing
P T

Ports generally provide thil-oervice to
determinelwhether.cxPOtt_qunlity specificaiions
are being met. Inspection and testing cow-
panies nri normally represented at po?tl to per-
form the necessary work of weighing, sampling,
analyzing, and inspecting; some specialize i

certain types of Qarao, others handle all types.

- (6) Fumigation of cargo

Facilities for this service are usually
provided at ports by established and experienced

firms. Cargo fumigation is required b& govern-

ERIC - . 3-247
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ment roegulation in the Uniied Stetes apd abroad
for ~ nuaber of imported coomndities (e.g.,
sogds, grain, t&bscca, fruie, fibers, and used
“clothing). An addiclonal convenlance to the
importer, offeiad in cartain ports, is the
fumigation of cargn while {{ vomains in treilers

or vane, vithout thi: necessity of unloadtng

aud reioading.
JOrT

Domestic freight forwarders

Although domestic freight forwarders,
unlike interastional freight fotwarder::-:re
concerned only with actnal transportation of
freight by domestic carriers, they also handle

the inland vovement of overseas as well as

domestic freight.

-~

c. Services to the shipper

As opposed to those which serve either ships

or cargo directly, & number of organizations in

1 4

many ports offer services which are furaished prin-

cipally to the overseas trader, whether he is an

" importer or exporter.
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. (1)

(2)

(3)

)

(5)

BESI
Preight forwarders and cusc shouse bhrokecs

Foureign (interaationsgl) fretéht fctvarders
and customehiouse hrokere rerform innumerabla
services coanected with docvaentation, expeditioan
anc roucting of cargo, ¢ad g=rerul supervision

over che tranait of .a aalpment through a »ort,

Banka

- United Stater and foreign banks finance

~ foreiga (rade and offer many advisory eervicees.

Marine insurance underwriters and brokers

T

This gr-+- is concerned with the insurance

of cargo against louss and damage.

Public and private agencies _

Pederal, atate, city, and commerce agencies
give advice and information to shippess, see
that proper facilities are provided in ports,

and protect the shipper's interests generally.

Foreign agencies

Foreign government agencies and trade organi-

zations issue and process necessary foreign docu-

3-249
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2.

wentation and rromotemivvelopment of foreign

$§§b trade through imiormation and ezhinite,

(6) Reference publicaticn service

H;;y poris also unaintsein an thenaive‘
current reference publication service covering
vital informetion on foreign trrde and shipping
affecting the hoat pcrt. Overseas traders or
their lg;ntl usually will find ‘such updatesd

. refsrence accommodations go be indilp;nnlble.

Alirports

Services provided by airports can be categorized
as those provided to aircraft, to passengers, and to

shippers and their cargo.

a. Aircraft services

Alrports render fueling, mainterance, repair,
and other services related to the operation of com-
mercial aircrafe. Aifpartc also provide for tﬂe
-tfntennncc and upkeep of landing and departure
facilities, onpiottlng administrative complexes, and
sccommodations for necessary weather faformation

and air traffic control services.
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. b. Passénger oeggtceu . RS COM AVAHABLL

& . ' : '

the phgnuminbl.rtae in alr nasgenger traffic
has resulted in the exprnsicn and modarnization of
air terminale to meea: the growing  nmp1extty of mass
passenger movements. .Airlines anq coamunities have
endeuvoreé to meet the increased cemands in passenger
traffic with greater flexibility #nd more rcspoantye
service, ' |

.
~

. Shipper and cargo services

With the incressed hauling capaciry of combin- 7/
ation passerger/cargo planes and the advent of ' . -
"Jumbﬁ all-cargo" jeta,‘atr cargo.shipments can no
longer bc_thought of as representing 'small, 1ight_.
1 : B weight commodities of high value." The sizes of ell-
“ cargo aircraft have 1nc§§aned td the poinE where the
‘ largest have cargo compartments with the capacity of
railroad bexcars. Increased volume of &ir shipments
uay hring about lower cosi® of air cargo movements. .
Hénce, in the marketing of commodities, ;nternntional
'ttaderq may noy realia;icnlly consider the merits of
-

air transport in the light of total physical distri-

bution conti.
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' Airports p{rovidq necesaary services tc handle

.the different categories of air cargo.

(1) Air fresght

General air fraight represents che'grutut' '
&
volume of air cargo traffic. This requires
maxinm concentration of cargo handling,

i inspaction,. and documentation services and

-

equipment.

(2) Air express

- Alr express aer;ricc 'u offered in caope'u-
tion with REA Express through interchanges with
other wodes. This provides s fast and usually

;-ou teliable air service. It is generally

ﬁ best suited for small shipments.

' (3) Air parcel post
The United States Post Office provides

non-express movément of smsll shipments.

~ o (6) Other .

Other air cargo services available include
-

- |
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bus-air interchanuz: n&rvica gvatllblé-:a areas
fsolated frow muiox wirps.ts ee w?il x4 'sir
truck service," which incarpora;ei.pickup'and
delivery el air : Lpmeuts Wy tiucs with iine~
Ruul movement hy »2irx.

Services-normally av:ilnbie~;gufhippgrs at
sepporiy con g=n+.8liv He* thought Qfﬁsy ;pp}ying

. eaguglly wel® to nxrpo:te-»allawlnén}or_dffférancﬁs

in the szore and pecailiserities of air movement.

(» | .

1. §eeports

.
LR

To scccmmodate ships, cargo, and shippers with' -

services previoualy described, ports arekéxpected to

maintaic a number of fecilities.

a.

Channels

Suitable channcl depths must be dredged to
permi* arrival, departure, and docking of modern

ships.

Piers and wharvas

Adequate docks must be built in order for ships

to load and discharge cargoes.
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. Small crafr (e.2., bntgei or scowe) used To

{g‘ _ ‘load and discherge c8rgoes whave barching of 2htlg?
f. is not feadible murt “e avallallie. Ltgh;e}cge alan

- : - tafers t§ the transfer of.rﬁil :aight, including

. gntiie_rail savs, by cat finat to ships. Loading
lnd.upioiding oi‘shtgt by mesns of lighters 1s
normally aupplameuial to_shore-based methods at uost

. qodorn.portl. However, it mmst ba racpgztzgg chat |
many ports, particularly those of developing

| couﬁtrlea, use tha slb&e;‘itahfcrage nethod of

--~.cargo handling due to uonavaiiability or inscces-

sibility of dockage arzas.

d. . Interchange between rail and water

Avaiiability of intraport area trackage'il pre-
ferred to the car float. Port and pler'area'trackaac
permits connection with main line rail systems and
coatributes o efficient direct cargo loading snd
discharge. '

o

e. Road nets And ixproved areas

Adequate road nets and sufficient paved areas
ensble ports to expedite through-put of cargo on

truck-ship {nterchange movements.
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£. Largo handiing ejuipment
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»

-

'Reivy-llft'-nc sanndufd atore-tased cranea, as
well as adequate ond suizabls matecrig! aandli..
equipment (e.g., fovk.!fts and warchou:a;type
tractors) ars 1ndigpenu¢ble to modern port opecatious.
Material haadiing equioment, &9 well as necassary
cargo headling gear fo. unit ioade and general cargo
{2.8., silogs, nets, CenvFELOTS agd pallets), ara
normally provided by srevedoring Towpanics servicing
Forts.

&
\

8. Storage fecilicierv q

Adegqusate warshouse facilttigp. sheds, open
éargo storaze aceas, and‘elev:tOtc for handling
bulk cargoes fe.g., grain elevators) are required
to ;ccounodat? emporary and $ernanent storage. of

goods. /

h. Container fac{litfes

Contaiuer logding ard offloading derricks to
accogmodste container ships (to .1ncludc l_pecul
tractors and chassis-type trailers for the ;urfac;
on-movement of containers) cre_dastrnble. Special-
{zed container ports accommodate loading and dis-

charge of contatner ships.
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2. Alrpores. J

‘Plight iaciltciec

C.

Commercial sirport equipwment must, as & miaimum,
include paved rurwayt, taxiwaya, aprons, fuel{ng
< .
facilities, hangers, lighting and puldsnce systely,

to support aircraft aperations.

’

. Passenger terminsis

.

Terminal buiidtngo house acministrative offfices,
flfaht operaéion;. traffic contral departmeﬁts, and -
otﬁér faciliiier designed principally to support
passenger processing.

k]

Cargo tetainals

Facilities available st modern air cargo termi-
nle 1uclﬁﬂ¢ warehousing and storage locations to
factlitate cargo concentration, segregation, and
trans-shipsent. Also found here are -atertc}l-
handling squipment, comveyors, hoisting apparatus,
.and vartotiql ?f cargo han '1ng gear (e.g., pallets,
0l£n;l,'cont.tners. etc.) Jhiqh pernit efficient .

moverent, loading. and dt.charéﬁ of air cargo.
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d. Interchangs facilities ' : B
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- . RSN

”:Aﬁﬁropziato arcae for receptiow. &nd disputzh .
of surface pickup and dclivery vehicles wsust e

provided. | .

_ : K )
usfower se-vice feciiities
: Pl

Zperatious and contsct centers for air freight
forwgriers, custome brokers, sxpoert pachers, ane
nther specialists providing :¢rvices to oversees .

traders are fouad on the jremises or at locations
. .

-

o

naar wsjor airports. .
. Oparat:onn‘ané conittcl areas for government

agsncies (e.g., customs and health offic. .ls). coa-

necied wich riie export and {mport of air cargo mu;t

alao be acccmmodeted.

L ]

harges, and Special Po-t Requirements

1. Segports

Ports generaily derive their revenues from charges
for the services they render and the facilitias they ’

make aveailable.

"a. Stapdard port charges
. cb |
¥4

Raguler route stedm ahip lines (liner or berth)
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.Qgss’- fqtvicn_ncrunllﬁ sbsorb a;andé?d oort cherges
iucid?QtaI to cargo haad(iog; such chiaryes ave
<$§.' i{ncorporated as Pefr ~. the dunv§1 rceay tr=ight
rates. 1In cse=> whu;e #nippexs 2re Iaquires to pay-
standard port ~harges for lcading and dischargiag of
' .« shipmants, ttadezo:ara urged o de&atmgne specific

races frow port suthorities or wneats.

b. Ship sarvice reven.eu

Ship qervtce Teuvanues, genera11y der£ved by
pbtca inzlude fees fcr line handling, dockage
'("patkigg fee for ship"), and g?arfnge (fee asseased
for_-oiing cargo scross the vhaéf); the.l@tter charge
- | may be levied sgainst chippers if it is not included
a8 & part of t' » freight rare,

T

c. Special coucessions and penslcies

Shippers ohogld ziso consult carriers or port
aﬁthoritics concerning special concessions on ware-
" house storage time aind extended demurrage time that
way be permitted in conuection with export-import.
rail movements. Demurrage refers to penalty charges
‘}5 levied against the ;htpper y‘o holds cafrl;; tquiﬁ-

sent (e.g., & rail car) beyund the tiwme authorized

by the carrier.
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qut charges, practices, and special require-
Tents a%feccing the‘moveqpnlinf cargo throuzh poris,
Q_ . i vary foi'differen: gectiona - cf <he United States‘nnd
erraeQ;. Haree . overs:2as tradars are cauticred to
consult ca?rierl, freight forwarders, agenta, or
brokera ioT updited complets citacions of rates,
chaiges-, and apecial requizements that may apply to
cargo movements éhtough fortn, a8 well as uc;ellotial .
- sarvices that may be rendergd by specialiste. One
bibliographical reference that may be consulted 18
PORTS OF THE WORLD, which provides fuil details of
X : ) " port gén@itipnu. facilitles, expenses, and special
| .;¥qu1rements.

7

e. Special charges

Other principal categories of speci. 1l charges
L
include:

(1) Heavy lift fees

These fees are gecnarally ustq‘oe- ur all
lifts above prescribed minimum weights arying
from two to five tons), depending on rate

schedules 1nvolv¢dl

. 3-259
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(2) Pler delivery and =ick-up ssrvice for cargo

Thi . particular charge mey be ;eauced
significaatly i the uves 0f the 3efviue| ol
domestic freight sorvard:va. For exuwple,
whon a shipper can ofier mederately lirge
quantities of overseas cargo, & domeetic for-
wardex can oiten ca.? him.pier delivery &:
plck-up charges frequantly ssseesed by other

carriers on similer quantities of foreigh

shipments. és‘a common cerrier, a domesric
ffol;ht forwarder obtdiqn on; iree pler
delivery of pizk-up al}ou.ble for ecach shipment
ucttng_ a specified minimw weight. The aidimum
weight requiremen:s are uouallf'cuch a8 to make
this sarvice attractive for the movement of
less-than-carload and less-than-trucklcad

quantities at coaparable ratee.

£. Export-import rail rates (rail to port)

Shippers shotld check with the rail carrier
which they plan to use to determine appiicable.
ptov}ltoul'fot reduced export-import rail cratees.
Such rates may be either the result of govermment-
authorized rail rates that are lover than they vould

be for transporting the same produccs in domestic

-

4
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markets, or thay may te attribu’ ihle to diffarential

tail ratas.

Airperis

-
re

A. General rev'nu: suurcer

Basic revends ¢ouzies 10r aAlepourts are derived
from landing feas from covuwe.cial operations, fixed
basa ard othe: E!v£n5 ApeTations (e.g., Elight
ingoruecliont, oha ter uand contract servtcea),_aéd
hacgar ventels, as yell as alrcraft storare. '
Space rental in termingl building® for related | R
aviation activitiae (e.g.;-weather buraeu, cu?tanl
- and lvuigrotion sarvicey, asirline ticketing offices)
conttibute additicnal general revenues.
Industrial area rentals in various sections of
the aiéport ‘a.g., 8Ly fra2ight warehouses) provide

supplomental {ncome.

b. Cogpcastinig 2ud franchises

3
(4

Aixrports pbtitn additional revenues frow con-
ceassicn-type sales of gas, oil, aircraft, parts, and
accessorics, Stgntgiccnt concessisn revenues are
also derived {rom space rental of tcrninnl.buildlngs -
for ron-as:onautical sctivities such as restaurants,

tourist bureaus, baggage lockers, and various

-
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<§F-c;oatlonni facilities.
$§§s§ Franchigse to coupaaniesd providing surfsce tiane-
ng\ portation for passengers bhetw:en sirprnte and

surrounding avess resuli 13 addad rovenues, as well

as providing rsliable ground teedor service for

RS
L4

‘airlinecu. .

Alrports levy ép:icial currges im counsction with §*

c. $Speciai charges

domestic and interuational a&l: caxge shigmerca.

) . ' (1) Pickup and delivery

Special charges may be assessed for surface
vcktcle pickup and delivery services vhere such
sarvices are not part of tho'r§gnlar1y quoted

freight rste. M

(2) Cargo celocaticn and servicing

Additional rees are generslly imposed for
relocation aod other servicing of car;é

preparstory or subsequeat to air movement.

-.' . (3) Storage

_Warehousing, regular storage, aud cold sto.-

age services normally require special charges.
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(4) Special cervices . yist SurY AVAILABLE

Airporte charge ixtéa for auch additional
sarviceud 88 iePacking, recrariag, measuring,
weighing, ver*ing, lebeling, 1:specting and
dozumenti ...

- 1A

d. JInfermetien o catey and charges

Interndtional sradave should consult witch caz-
rievs and airport acthorities conée:n:ng informacicn
and soufirmation of spectal caryes, rates, gand other
requirements connected with &ir cargo shtpments.
Additionally,'oggtlels trade spacialists (e.g., air.
fq;tghg forwarders, expu:t packers) will provide
vaitdstad Qnd timely {nformation on rares, fees, and
special demands relazed t» air shipments.

The following bibliographical references may be
coﬁlﬁlted for' added 1n£ormltion_cn air cargo trafsic:

r  AIR FORWARDER, with‘d;rectorieu of forwarders and
agents ;nd articles conceraing freight forwarder

operations: AlR SHIPPERS MANUAL, with rates, air

cargo directo.y, statist:cs, and air cost analyses.

.F. gree gérto and Trade Zones

4
Oversers traders may find the use of fres ports and free

trade zones sdvantageoys in shipping and markzting their

3-263 | - .
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& |
products. Frea puir and £r02 trade zones play the follwwing
important roles in promoting \nternational ccoamen wo: they
8erve &6 print: for re enpo-t pgow{;g'y amacs {or ixclid-
tating ifmports; auc es:ablish 4 vi{ca' liak ig the product .
distridutica chanuel. In the latier connectlior, free zores
> OT POTtS may perve a8 practiia. ai.ernal ves for estsbiishing
facilities oversese. TFree pori and fres tride zone desig-

nations a:e at times usad 1ntarchangenbly.'but there 18 &

distinctiza.

‘1. Pree Fcrte

Free ports (or fre: tridz sorts) normally Eomptioe
3n euclosed ares within or near a port sequestered ffom '
the rest of tre ‘couatry’ for customs purposes. Examples
of free ports are Hong Kong, Singapore, and Gibraltat.
Except for miniza) customs formalities goods may enter

. “such ports duty-free regardlaes »>f whether they are

intended for re-export or for local consumption. It is

primarily the 're-export' consideration that has accountéa
for the ‘wportence of free ?or;l. However, thz increasing

* v | use of free zon;; seems to be displacing the powition of
free trede por:is as distribution cepters.

S

- 2. Pree Trade Zones

Free trads zones are generally enclosed protected

areas, wvhich are eicher pnrg_pf. Or nesr, a port of emtry,
? ' 3-264 :
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. s pEeT COPY AVAILADIE
into which imported gerods not ciharwise wvebibited may y

- be placed without forma! ‘ultume vairy 57 paybeat cf
duty. Within the condinca of the “ona, goods way e

unloaded, stored, &oid, enbivitec, vived with cihey

foreign or:damns::: gouds, repaciked, c:eunfd, rarked,
. lcbclci..gtadad, wyieabiad, PYﬂfﬂlkid,.ubfd ‘N whni-
factutiﬁz Op3Y8LLln2, ;nd/o: recii); e, Hen ‘;, ff,e
trade :onoi permit the full range cf-aommcrctsl and
1ndustrinl activity, fiom @imple peorsge ol tax matarinls
to unégfacturing and ssle. Goode rhat are ne-ahipped
o foreign cestinations uc? leav: 8 Sree trade zone without
customs supsrvision, but if these goods are reshipped to
domestic do:;{nnt;onn, 1;ternational traders must compiy _
with existing custous laws and procedures. -

Freec zones are notm;lly sperated hy a public or =

private corporazion. In the United States, free trade

‘gonas RTE callcd Foreign Trade Zonen, chole zonen dre
-i | @erated by the Foreign Trade Zone Board, oonstlting ;f
' the Secretaries of Ccumerce, JFrsasury) and the Arny.
S " In the United States, special-vurpose oub-zoﬁon ;ay bo‘
egtsblished; they are usually logntcd apart from the
Foreign Trade Zones (e.g., & menufacturer's existing &
plant may be designsted as such a sub-zone) to allow ' .

addicional storing, sssembling. praocessing, og‘manu-

{acturing of goods.

o 3-265
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© 3. Functions
/

\

“*

‘ dg; Dinchjrgx of grods dicectly v the zones, frieo ahia R

or aticraft, {s & wa'lc. {unciirn ol fipe 3ones Aol porcs.
. N

-»

t

Q&' This often {8 <1 grea® s&.ue Li laizvaar:s18i tredelda

13

It may 2lso pe advro.zerud Lo £l

o 2igs grods
s . , .. . ) “ o .
: directl, to & “ree govw, €.g.. 28 L0 Tod ahipreats,
. . . o
N . . -

"Such feposted ; »dr v be re-shipre’ to o&?er councries

[ 3

. ] .g;, when g&pproprisce, twporved inpe the .ountry hosting
the zcne. Imported goods may He sent 10 Zonesd without
formal cuscoms eatry, parial 0. duty, or frralsihirg of

. . bond . |
Transportailon and customs costs mqyfég reduced by
shipping gcode {n dibagﬁmmblvd iorm, ».3., turnityie) to
] . a8 zons lor sssewbly £nd suhseguen! import or re-export.,
| Display au& ;Epibit of nezchundiag at free zones by

R , foreign trade firme is permitted, so that orders may be

taken for unlimited time pericds without Qequire-ent of

duty paysent $or displayed merchandise.

L 3

G. Organizatian of Ports ' ' .

— 7

i. Types of Manugemeoc \ ;

- >
M

Port manageseat ;yctena are jeneially of four types:

govercament, innictpni, corporate, ard private. Govern-

-

ment-operated ports vsﬁnily express the netioanal foreigan

policy; the flicw of trade uay be a direct reflection of

® . ) s/

Q - -
EJXU; By | 3-266



- Degcripticn of Port Authorities

-

ths naturs of that policy. fFor.i 2po.ated bty menicl-
4 , ) )
he hasserss LLorenageria’ » “sotivan-as. 1€
< .

palities na-

the petpch;a} ‘ntews .3 cte o diate Erec Lf Ihe

port i& permitt.d ‘.. T l-.fer2 7% phe pend of Che goagter

regicnal o natlocal cAtea DTeg v wed Cc}uérat:-
operater poLLY sve aals ote e -l rively f_!:e'c iroe. -

¢ 7 .
politias.d h;af,'bhh Cay € etmiced in ohtatalag sarical
for aaedid.exp.nsiun. JUlwAte .y op- -8 phrtg pve
thought to he moge &% 4.;er sri-ried, but Vimigsd capital
| 3

may pose algnificarr ccre? ~ziags i tne efilcten.s oi

-

" theii cperat:cns. e

« 1a view of the ir.crteance .. ports 2o the neticaal
economy and international t:ade, tnere has bien a

tendency te place port opaiaticns under the control of -8

port authorities.

~

. -

Pors euthorities are ganerally‘subdivioicni of local

-
L]

go/ecnments (s.g., clt:er  cbuniies, states) authorized

tc provide, operste, and meintain terminal, trensportation,

a~d ntner fasilities of coumecce; they are designed .to
) . . ; \ -
atd che econ-myv of their respective local or state’

governmenta.

°

A Port authorities are utuaily empowered by local .

governments or States tc parchase, construct, lease, and/

or operate¢.any terwival or traasportation {acilities

3-267 ~
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3. /%yp&cai Segwvice: Proviced by Pore Authoritles |

14

~termitslis sea ahgfoi;xir). they ate a 20 {arxsd to

;

within a'port district  Theo¢ sutio. itlas pcestribe

B ¢ . -~ - o .

-

'Y . s

7 .

b ¥

"charges (approvec oy regulaiory agesciss “or servicee -

rendercd Eyﬂthcit fioluities

che port financiallv zelf-avpaoicing.

"

itodd Le Spteapt rO wmake

-

t

/7

e
¢ O

-

\ . : .
oparate pui:lic prole¢:ts €uch =z rcaudxlg systems,

-

/

\

° {ndustrial dg‘vg.lc.pn'an ¥, L-\j)nﬁell, and gnil bridgel’. ¢

~ b ]

Y

/
/

.

-

a.

' preocribdﬂ radius of that &res, are:

’ . LN -
.

-
-

Typlcal sevrvicas furatehsc Ly port iuthoritiex’in-

»

operating.terninais \léa and/or air), extending to a

-

H
.

?i&virion of fecilities

v ” -

andsavoxs

““Provision of necécuarﬁ fecilitteoe equipment,

and improvements to render affective :er;tcc to
: \ - _

carriers zéiglhtppcfh ie one of the principal

' port authcrities.
. ' \

Representation %\'_D

Port suthorities make every effort to secure

.

favorable trangﬂortugiou rates\snd velsted charges

in order_to permit trade expansion for their ares

of ééiiatlon. Port authorities represent their

0y

T 3-268 , /
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: € BEST CCPY AVAMLABLE

v ports i‘n heavihges with :f_“.‘,u'i:*"wz v oynaci ee Lo sktain

!

Converatcon n eimn!fiad evtions of terminal

documentetion £6: onvar atl, rents so &8 to improve
tho economy hnd efiicleacy of wovirng foreiga com- ”' .

wecee thoeough the poit, ¢ ancthar aim of povt

authorices’. e
- » h' »
L ) . .
. - v
d. lQeresich

~ ) -

Port euthorities angege in resesrch studies,

¢ - el /

designed to inctease tranlﬂi trade ang improve port "

*

gervice in keeping with technological change (e.g.,

»

-y

coutginerization, computariestion, etc.).
. 4 . * * f
=» . ~ r

-

* » -

,;. o " &, Por: informaticn and reference services

Information as to faciiities, services, and
t other dais concerning perts may be ootsined by exporters )
and (mportars from Chambers of Commerce and port

suthortiies of wost pert ciried of the United States.

- L4

- . ' ) For spscific suestions, shippecs zay cénsuft indi- . ‘
vidual rail, air, snd steamship line traffic buresus, ‘
‘customshouse brokers, foreign and air freight for-
i ' o : ‘
: wvarders, foreign trade departments of local chambers
.o .

Q - 3-269 ' ‘ ;
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. . ' ' ot}com-nrco, and fisld oitde 0.oi che Burcaus of
NI . _
| _ ‘Qg'%»lntornn fonal.ommsrce (U 3. Department of Cowmerce).
Q % ¢ . . -
. . N\
. @‘Q d

. T American p&fto.nnd tieir facllities ans 3Quvicae

.
1
+

.~

Ready reference éumy§t1qu of {nfcrmetiou on

are contained in 'the following pubiications.:

~ ) _ Gustom House Guide.' Activities, facilities,
) charges, cusccms offisixlia, port suchoritice
chambera of cxmerce, end ¢irvectory of the
shippity and allied tusdes. - . :

¢ . Exgottara‘ Eacyclopedia. Ports and facilitiee
LT steamship coampenies, freight forvavders, and
oo d ﬂpuzkoac prokesa. . . \\
' ' ' . N
\
r_ - Ay
}

o
-
L]
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XII, - SERVICES C¥, INTERRATIONAL SEECIALISTS :
. . . - . _ : SRR ETRHE RS

' ‘ ’ ' .
The {ntricecies af tnta rifomel tr.da sre swen chat cone

"siderabis rechuice! yacwledgs (& navcasary *fo  the hardlUng of

_shipmsiits beyord tha conrinantal lioits of the United Stotee,

14

c .
” The extenaivenes¥ of tne zesponaintllitiay ot che physical distri-

’ - . ]
<« bution msrager for the hendling 9of such gaipmeunts depends in part
- . [*Y v . -

upon the orzanizeticnal makeup whi:h haa been crested to hanile
" foreign tradu, Tha services of ths Treffic Department arg an

important fsctor and, indeed, can te the Gecisive fector in the

*

success cf a flrm's overseas buginass,

.

4
-

A, Msthods ot Bxpozting

~ ) ' .
There are two 3cn¢ta1 ways a firm can go about cx%orcins--

. indiract export and direct export. These two methods of
————-q—- ————

crganizing' for uxporc differ in rvegard to hov the oxporter

- carriag ouf the flow of tranuactions between hinn*&f and’ the

oo . »

\ foroign {mportex or buyer,

.1. Dirsct Export
4 ’ . -
" In diract, export ;&1 the .responsibility for taking

“~ 0 L
care of internaticnal aegling activities is in the hands

J

of the ptoduc.t. Thase activities are carried out by
so-called dependent organizations that are cdninlctra-
" gively.s part of the producer's own company, Such

dependens organizstions may :aké several forms, There

o : vo3-271 .
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may be & domasticebased capavemen. or division to teke

-
.
» -

care of the foreign saloe cisnsaction, The prodacar may
establish oversead sales cvaichen iv rgpaviart fo-sign

market sreas, Or the nroducer may want o astec.lal s
‘ .

separate oversess sales suhsi.iciy. Anorher aliernative

1s to use an oversscs BLUTARE T wareheusing-facifity.
[ 3

The producer wmay a'su Ampicy “ravalling aslesmer in foreign
markats, who «ay or may "o e sveiried e @ branch ottflice,
Finaliy, oversein-bacud d.siviut.is ond azencs may he
. 1

usad to.serve foreign markecsy directiy, ' The prouducer
. : - -
{ . ;e ’ s
must choosé the mos: srp:opria.. wasthod Ly considering

: ' )

‘many complex fectora,. sau the tctel resporsibilicy for

carrying out che trensaction falls cn him, For this
resson many tirms, especiclly thoca'juo: beginning in

exporting, turn tc iadivact exporting.
.

~ - .

Indirett Rxport ' T

’

[y

In indirect exporc the ‘producer utcu'the,aervtgen ’

of savecal typen of ipdeéendent inteinational marketing

widdlemen, Thus, when a prudwcer cxports 1nd1rac;ly,‘ !

¢ L]

responsibilily for carrying out the seiling task.is

.}

*

transfecred to some other c:ganization,

a, Advaatages ' . .

-

Some of the advantzges of using the services of

- these international specislists are as follows: .
. "\_ - - . .




. | . | A B | . ) . -h . - ...- . \

) et Gy AveiLAmE

i(l)  Hindmm ccpical outlay &1 GreTAbinR
| expenses are raiuiraed by ‘tne orducer; ' . ’
, (2 ° Marketing =iroal trrough o ~ludlemar vy ;
R . ‘o, _require no mcre Cime end sfeort taen making a'
doumestic sele; _ ' : .
. .o (33 'Burbagn Enies can be huglt-ap éuickly,
. . ' since.most mueddlemws hewic alrasdy eiiablzshed
) cheucels *u .Le ovarsrss ereds and may have N
) 'fnndy markats for the ptodugmr;a produét(s);_ |
(%) ’ Thers 14 lesy riax for *he oanufacturai,
. . which e particulerly imrortant te the b&sin@ea
“ , firm; o
(5 . Sales opportuniciea  which may npt:be acces-
o libll-othlrwlll,-mgy be pndg available.
. . _ . b, Disadvantsges ) ' L y
- ¢ Thc?o 2re. also aisadvantuges to‘indtrec:'eipqtktns,.
’ . includTng kho following: |
: (1) ;rhn m}ddlcmen ma y ndcxﬁronotc the producer'a
:’i \ product l‘ctivlly;_ o .
) : . (2) ' Middlcman may not p?a%idc permanent sales
- . channals, but 1ather oay thift-:hotr source of
’ ‘ lupply'tc another producgr yhctc.qroatir profits .
‘ ar.’poy.ibln; _ | /
¥ N? (3)° ' Conts of-iééornattona ‘sales through widdle-
' \ _ "Q\e‘“; to riss tg,éroporiion to volume;
~




»
(42 Ty producar v accloce e diveet soianc
x n . . R ) -
' @t s prowme ok Lise sl g ebtd
~ ) ‘.J P . . - M

_ L .
anevyes Lo Pt . favises of L, oz

N coauw i :
< (:5\?* ' . jo o Gu-tl-‘_ ‘ ) . .
Q . 3 s 3
e . 1.
| ] . o
B, Pacilitat'.oy Agencies v war - T usooooow o oor ML3orat
o g g U T U O U A P Vg S
Moveéaent ol Toidn v .
- "1, Foredgs~ tvef-hy Foix .-
Fatelgn #cc g-t f3r4¢vdvrs natt ae ivo o crare ol
. ., tien in tne intc.paii. el e @Lloe ziviciura ©f payTiaal
, ' .. » .
dletcibe b, o anoL Lnoo i ongeno Bruldyap e
s . . - °. T R -
{creliga saglats &l o @;a*°ﬂ:-qt% «.1 hie eu-rgles on
2 e -
selling wii: fire thy ..perienred foreiga freighc for-
’ e
. warGar an faveiusble aid {n shipping, It should bhe
poinied oul LIl tha {.gignL (uvowarnder ls mol an exporc
marketing widd!aman, But, at the ssxme nime he can be §
\ * .
. * valuasie ally for the expczt departeant, and can be used
) tc advantaze in handitog Eoredgn buginass, N .
Sp— . .
a; Naturs ' _ B
R —— .
. . * - i
. ’ t
. ) . °
. . . ¢« The frelight forwardsr ie¢ &n indépendeunt business-
. .

war whe nas no Yiwenclial loeeizet .n the wmerchardise,

L . ‘

\ He can do almost snvthiug connscted with sn export
" * ahtpueut. axc . pt grnufacture and rell the product,
. ~
t

. . ]
His abtlicy to sirenge fcr overgil ard filrm doox-tc-

door transpsri otiqgl enshles axporters to seet
L]

-
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S el d fuhile SLE.

“increaring demand cconm tc NigT lMPLITAE S %rm quOtdzions
. Al

on “delivaved” i3rae, “%ua tha {nexpis.anced trode:

and tue vagular toader mey often declde tu rdks tul)

or pﬂ.LLd. vBe bl T ne sesvicse ot & freight fcrwerder.
L ' s
Survicdy o .
specitically, v+ 9. h9 cervices siovidad by

- . -

a treigus - oxwactes ore «b tollows: exylaining tecvms
of SRioMEnE, #0Talug UL &£..5iL1COdLE; seving i}

-
chargas (and 45an 99ondinz the expottts Y single bLili)

]
or giving fiim ovarall ofters’ .or the services requitac

by the uxporsir. a:rangihs and advising on packing,
aarking, nhd-labelina of gooda; selecting the means
of tranogpkt and Qrganiting the transport opdratiou;

arrsnging fc. trincporcatibn 1nuuran¢¢;-currying'ouc

5 4 L. .
the necessary documantatioh and formalities tncluding’

customs clearing; mrking the necessary communications;

advising on new dcyelq(gentu in ths transport fleld,

?

*

inciuding new ways of uni:izing cargo,, This ia: not
'

a complete list of the services of the freight for-
varder, vhose activities vary in extent and character

——

from i{ndustcy to induu:}y and from,cauntry to country,
\
Advantages

4

The advantages of the freight forwarder, parti-

cularly to the inexperienced exporter, afc,obvioue.
f . . ¢ .
3-2({\‘- : ' > |
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Although he :au periorg #va.s —ece.rary-physica’
- N :

.- e .
\. ‘\\3" ! ! ' : i
: $$\ distrifution #arvice ‘rom (Le Iima i€ order {8
) 3 ‘
- WL, . .
' ¢9\QW _placad until shipuanc 18 wslirrree a;,ahaﬂguint of
.%’J . . oo

destinataon a:io0ad, vie ¢ rearaez’s swat fwporeant

contribution 18 periormiag the traffic and documeacas

. - ’ .
tion fumutions un nie.cetioted .reight acveuwenti.
. ’ ¢
A Also, dacausa ot iy podeibi? fu: the foowardar oo
&

congolicdats swa'l sl tomengs into lacger oadws ,Ape carn

: S - oy | .

fover shipplug rdfee then any inajetd el

h ] [4
shipped, coula  get dicatly foou carrizs, Thig JY;L-
» ' . o\
. . ) A
saving cha then be pasied on to tha agpor.er,
: ~
1 ’ e
- ' . ; ’ "' .
d, Air Ereigh;rfcrwaraut N <
e YT e

With ragard :o'ohiémaﬁt by air? it ahould be

-" 4

mantionad rnst while wost freight forwarders handle
) ¢ .

.ahipncnta by air as a voutine service, some forQardn;?
specialize 1n a~ ahipmanrl. Alr freight’forwardcro -
offer docunnntation and trensportation larvicea.fron
point of ortgin to potnt of de-ttnntion. 1t ahould .

be notod houevex, :hqt there il one distinct dif-

‘ ferance between. ocean and ait forvardoro, ot least |

N *

. in the United Statss, that, may affnct.tho dcgr,e of

» - -

" | " protection snjoyad by the exporter, The Unitod statde

A
Civil Aeronautics Board has ruled that the asir freight
- A

' forwarder is an "indirect-carrier," 4s such, he has

cohnpuwgarricr‘n liability and uusi'qako good on anf’

>
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5_‘,?;55 GUry hRvEano b

-

Ly .

.,‘ i
loan ov dowage aaffured’ ot ony sulrt an routes, Thi.

{3 no: the csvn Joxr tae r1egulzr wweup foralgn fouigat

forwarde. .

. - ’ " . . . .

N a * : . ‘ “ . [}
e. Selectiins traigne Lorgardeny ' %

/

-

i sasosing o treignt foiwaraer o tasdle hig’

business. <hc 2x - vt@:r shuuld condider veveial
. ’ ‘r

< ' . .
ficcoro. Firat are the forwaider's chexpges, '

while .
freight f.cwaxdars generaiiy chafg; appv-xiuagsly the-

Jame ayaal for ithe samn tervice, thig 4s notr - [lways

\J

the cesc, ‘Spcoﬁ of sarvice may 2leo be an impoytant
factor to teke into account.

The forwarder's .financial resouxces is another

4

factor, 'Usually the forarder pays inlard traensporta-

tion charges, doc.mentation fece, freight bills and

~ .

other charges, and later collects from his client,

He needs adequs:e finantial resources to cover these

expenses, . '

€

Size and training of the forvirder's.organizattnn

&e also important. ls the staff lafgc‘enopsb'to make

dy and efficient service possible? lIs {t wel)

trained in fields ;uch as documsntation, Qﬁrkins and

3

labcling regulations? 1s it abreast of the latest
re ‘rements and changes in documeitation? '
r

«

Other {actors are the forvgfﬁni'o reputation, i

‘field of specislization, and his connections abroed.

»
v E
[

»
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3 \J .
: \ygéb' With: vegerd o ths 1etuer, yome LOwsrdess are able
-t &\t\\\‘ - “ ) « ¢
. N - * . -
d§ﬁ ’, ‘e tO oflel servicer aot strictly suntgsled with the
Q$§ ' félivery ¢i the gocds,  #s may send a8enley ansad s~

. ATrecge lor trea te b olasiold through custome, o
¢ . . '
he may aroange oY Inté-srecers and guides and .wghe
R 1 .
I - M .
= appointmenca with prosp=..iva cusivmery,

¢

. ' 2. Customshnusy Beokers

' The maln task ol a customshouss bioker (s o =lear

lmporiaed. grods ?ﬁ;;:::\cuogoag aau Lo fcL aa taz impcrt;:'bq
'asant. se aay alwep raceiva ;nd forward gooéa, although n=2

does tnis as a warding agent'or as an agent of the

feretgn shipper, Customshouse brOk‘tif?t. licensed to

operata, and as a specislist in expediting shipments

through cusioms they are shle to perform all needed ser-

vices at miniwum costs., Normally, customs requirements

are so .complex chat the services of these specialists

are necessary. .
: { , .
v . 8, Pricary servicec

Special cusioms invoices and the bille of lading
are sent to the custuvmshouse broker by the {mporter,
~ntimate knowledge of the rat;a of duty prescribed by
law on;ble the former to calculate the appropriaste
asounics of duty io be paid, based on invoice descrip-

)
tion of the merchandise. The value of each class of

Q v 3-278
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merchandise ia calculated separately in the curremey .
. v '
. - -
o of the ‘nvol:s and i canver:ed £ Ynitea Siatel
g . dollars, Upoasvoryreat of Tin Loy, o braker

'i

. recalves @ ciclet2ly Mrder b wd o Lt e Lalnaie .
. ) ’ > -

to CagAulupuTial o - 8 Ged 1gndlar ~arrier,. Thz broker

gives ~lose agienvion to dezauts . ingpection and ' '
release of gouois selcied o cxariaatidu by the R
. ..

cuatomg apgralser, 3 . Low iinal s.ttiemant o
*
. \
. duties. 1la, short, tie ¢usinushouse broker- is the
.

peracnal Yepresentaciv: i ol arcorrer and 13 usvali

glven tull power of «tavnes »y Jhe rmportery

b. Other services o e 7F~——-.——’\

b3

Because the negd tor assistance by the importer
usaally “oes not <rd when goods are cleared through
. » . : .
‘custows, many customshouse brokere slse act 8° freight

forwarders, In this capacity, thay wiiE%;yrange for

} shipment in the manner specified by the importer, As

an agent for a forelgn freight forwarder or on behalt

of & consignee, the broker forwards in bond merchandiae.

intended for shipment to an interior city or for e

- I
( : o *
re-expor:, Many firms comtine the activities of
forwarders &rd cuastomshouuse brokers, -

- ¢

7, Custom Attorneys : o ' -

In regard tu customs it shouid be noted that, becauss
3-279 B
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of the highiv spsefsliaed natura 20 che HAS TN I

t 1

& . spucisl clase «f laW}ﬁrl,.bnaacma Liovaey¥, nar come
lato extctuncs, Th:et . 20:0Theve cap aid the .caoer 1
’ 6\ s ' ) .

& such thingy o5 appeale a0 ihe da: sluns of Cuslou

< officers :r ia proceedings affeciing tie val olior o

claveitication of mer.laniise.

< .

4, PaPiic vavilousse, Bomtad “aic t.rin o Fors g oigue

O\ et s ansem

¢, Publi: warechounss -~
. R - R R— - t -

A4 Pl
- . Cue 'llt#rmtlve for the evoctter in liey of
- \
lcttina up nis own bzsnch WArRLLuses in torexgﬂ
[

"

C v

Arrkaetd ta to use tha services.of reedy exiltzng
‘pubiic wershouses. 1In cela;toa foreign markeys such
. —QI;%hOasac can seiva as a valuable link in the physical
~"", distribution system of the exporter whose operation
. abroad does not yet justify branch wnre?ouncs. Such
8 branch vernhoul; may be ruled out ext?er on the

baeis pf lrregular storage requirements, or because

the volumg of trade does not yet make the necebsary

e

investmant practical, Publ.c warenvuses, providing |
o such aervices ae unloading, storing, packing, etc.,

are being sstabiished in many parts of the world,

b, Bonded varchousas

.\ >
& , Some public warshouces are designated as customs

.

i . 3-280 \ o,
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: R CURY AVAILABLE
bonded warehoubes. Their gury-se .o tc sallecy lapocterd

L Y
from payment ot duty cn fore.gn products thet wre dosige
N .
e .

nated for re.axporl In unchanges torm, and to &lide (na

postponement cf ire paracat oot sasived oo cohads
sdestined fu: public conzumptisa wntil gnch tine as the
) ¢

wmporrer desirea to remwve the poaots fros the warchouse,

Certain mar.palatiors a3 be pr-"a-aed on 0048 TN
Y

.

bonded wasehGLi@s. 27 .00 20 opayral 30 nELes, The -

C.

sctivities carricd cn in bonded warahouses ave under
*

the stricc aupervigion cf gutiome oittclals,

1, .
Foreign trade zoras

t
L

thz’foreigﬂ.crade'zoue, aLno-called free zone, 18
a facility similar 1; f:na:ion tn a b;nded warehouse,
Technicaliy, however, the two are different, Merchan-
dise held in a foreign trade zone has a status entiraely
differentrfrom wecchandise held in a bonded wareh%fjp.
As no customs entry is made for merchandis% in a
forelgn trade zone, 1t is not subject to the various
rcacttcttoﬂo.impoeed on imported merchandise. A8
long as the foreign morchandise yemains in the zoné,
it retains the same status as {f it were still in the
foreign countcy, Merchzndize in & bonded warehouse, .

on the other hand, has heen passad by customs, but

is being held pendirg payment of duties or re-export,
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R ’
A fagedgn trade agus if n iscleted, puclosed.
) $§§Jt . aa‘ prliced seoe, Lo 5r\ud3;¢9ﬂ‘ W oe pﬂxt}@f angr;,
. -<§SQ§§\ | taxalgues with racilteies for loadiag, wrloading,
Q . ' ~ : ’
dCovage nd rssﬁlﬁﬁfng;. I such sénau ggode m.:y hg
landed, ‘atoced, wmixed, blundau, meuswfectured, die-
playnd,'tngaaRSd agd cernd ppsd vithout pugmsné of
. : .+ dutisas epd without imcgrvention of custors aff}cihls.
. ' ._ ‘ The putne‘e of thesa 2o0n2s Js tu facilitate traffac
in Eoreian éoode wriih sre brought into the ‘country
for ¢veptual domestic conswaption,”and for re-export
to tocpizn mirkete eétac ha:fng bhaeen ;ondicioned, .
or cochined, peshaps wtth-domesﬁic ptoducéa. In'the
’ United S:ageo, foreign trade zogcs agé'kocated'in.New
Yark, New Orleans, San Prancisco, §eattle, Toledo,

. Honolulu, and Mayagusz, Puerto Rico.

5. Rxpors Packers -

“ [y

- Adiquaci packaging and -packing methods and an undei-
‘lt;adin; of the transportation phase of the movement of

goods  ar¢ neceasary in maintaining foreign markets.
N :
Gene;ally, packing con&i@ered to be syfficient for dom-

. estic shipping is not strong enough to withstand the
rigors of expart shipping. FPor this and other reasons,

many exporters rely on export packing concerns found in

L]

. "the principal ports and other major gtticu. These concerns
. ° - . -
=  have developed appropriate packing techniques and are

r
’

!
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_ liability for merchandise carried, except whenrthers aaa

-

SEST COPY AVAILAGLE

-
-

exparienced in packiig snhipacnin o1 sapCiv Jan: g ¢ a8
) ‘ -. . e .
firms will alsc greraniee aafa arri. zd oo tha gootas at
their dastination. .: (8 wice rc _hs.k -urailarly tha wovk
. : . ,

done bv packing firis, sir2a o~c28 onslls Lhey will "out

corners” on packing spacif<catioan, with disastin:s

resul:s,

Beperd packing is & secvice in which the fraight
forwarde: can provide esceltsﬁ% ssaiscance, There are

also expertienced pa~k'ng erginee:s available on & :opsulting .
p P 2 3)

. . - .

basis ¢ i advice in ;ha sub:est of exyort peci.ng,
Marine insuranc? coapai‘es, as well as marime ingursnce
brokears, will slso give help and advice on phcking for

oversess shipments,
y .

. . .
. -

Transportation Inswernce and Export Credit Insurance

$

=

R

Loss of or damage to goods while In tramsit is one

of. the important risks involived in a foreign transaction,

Ifrmcrchandilc pllé;d in the hands of an inland carrvier

is lost, stolen or'damaged,from nther than "Acts of,cod:"
and a few othax‘conm;n-lau and statutory exceptions, the
cirrioz is rasponsible for ouch'loai and usually pays - -

any reasonable claim, But over tga years, overseas

carriers have been able to limit drastically their-

L/
been negligence i{n care and custody.of the cargo or -the

vessel. Insurance, therefore, is an essential elewent ,

i g eyt

in profitable internatiocnal trede, : S
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. 4, Marins {nsurgr:e . s ‘
w'\“\w S | “ e s
dﬁﬁ Marine inguranca is @ cortiect ot indemn:iy
S - . L
? whereby the aasura;ot anderwr et naraesd. . for .l
IS < - . ..

-

stated pramium; ty protect and (adeunify the shipper
and/or owne: of the goods 4ag.inat 1288, dama;é, oz

expense in tonnecc;on'vﬁsn the goods:at rigk if tile
- écnnae ts caused by perils epacified in tae concract,
Thare are =muny different tyres of insurance po{}cie;
which may be obtained ;aimeet apgcific shipper require-
mants ,

‘Han} traders, expecially smallér canes, do not

'bothar Lo learn in dctail abou“ auéh insurance;

1nntecd chey simply uek their freight forwavder to

'Y t

‘transo for lufflcionc coverage A good forwarder
’ - 18 wcll acquainted withathe many, and often complex,
. i ~ aspascts of tranlportlcipn tnsurance.;~rhe exporter 8
C.X.F;‘(cest, insurance 3?4!¥reig;t) quotation to
') fotéign‘cu;toucr should stipulaie'tﬁe terms 'of the
insurance which will be furnished, This is necessary
so chat the cxportér has the protection he needs until

oD F) n .\0

. 8 risk and title pasres to the buyer, ang.so that the
’ , . buyzp is given an opporturity to requést broader \
insurance covcr;ge & his expense if ﬁeemed necessary,.
' - An insurance agent or broker 1s a valuable source
v of nliigtcncc in obtaining transportation insurance,
N ' ryo lgcﬁ: or bio&nr vill.holp select reliable under-

wricers. BHe yill arrange the amount and kind of

:J;Bi(; . : o . J-IQS

&e



b.

A . ' . *
. - . .

] ~
protecticn that che 84ip,.¢" "¢ -perasions snd .hs
nature ol Lha ptodu:i xauﬁirw. and wil. 53 of help L

L

the presentation or claims {0y loesas, Cyo.at.. ‘iavee

ance Lrakers oy areals speclaliaw i warine inguiascce;

S

Export cradit fnsurance

v

The piivmery pu:ppd?‘vf sxpogt'credi: ineursance 13

to protect eipuriers freo logeed from credif risks and

Ad 3

politiEaI risks, The sisruz of foreign vuyuis can

change from day t¢ day, f3 can prliticsl and econcuic

,conditions’in tneir countrics. KRerognizing these risks,’

and wanting to ehcouragé‘exportp, ovei twenty of the

-

ma jor trading nacions have zateblished plans to protec:
exportars. ‘ .

In the United States, export credit 1nsuraq{r is

available through the Foreign Credit Inlutnncc‘Assc¢i~;

ation, compeded of private jnsurance 'companiea. and the

~

Export-lmport Bank of the United States, Working

k]

'through the oxpOttcrfs,own,Lnlurance agent or broker,

-

FCIA providen short term {up to 180 days) and ;wdlum -
term (M1 days to five.yeaté) insurance in & compre-
hensive poli:x coverini both tge éoun;tciol_crtd@t

risk and the politicai and transfar risk on sales to
o#eracau buyers, Por thoﬁ: vho desire poliziéal-and
transfer risk only, the cro;it risgk then being borne‘
by the exporter, FICA {i» érépcrad to write lpptoptil?g

‘policies, '
P 3-285
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- - . .
o . . _ e
- b
o C. Azéndics Factiitas!-: Tvemarsr o ¥4 '¢ ) ) .
- .
. . 1a foreign esrketing, 26 ir douss.ic markerinz, .hez .
\ . . . *
Jct - axe 't;"" main caveyowies of. ndspeiie . whorleeele mud fles o
, _ , : "
. ) - ’
. i oarchafte ans- agenca, The wrjors uwrfserem.g berweey the tuo
) . . . . 7
T 18 thet taa macchsat wholeraler €58 ~ttie to the werchencise
- and the aeanx Cn2s Bt )
. . ! ' .
: (" ‘. o
1. Export Merchant V. . o '
Y * . r

. . . \

v fhe diemestic~beznd expart merchant buys and s.lls oan

: _ Lis Own ACC ‘bl .  fe teev be tavolved in beth expocking ovd
\ M . - ' . .
’ {mportiryg, sul vperm =g 1. 2 warner very simlar te a

* ¢

) ‘ ' . A4 . N
{ , domastic whclecalar, Becsust hs is a merchant, he is free

f -

. ) to chooss vhat to buy: where to buy it, and whaty priées
to p;y. gis vparatien 1s-u;uclly well financed and may
be fstsiluug, conuisttns‘of“wazehoutou,.brnnch offices,
docke, ﬁ;lnﬂportatxon fgcili:ibo, and retail estanlish-

Lments, - . o - f

The axport mexchant .akes all regponaibility tor

r

cxpotting.' The producer rece’ves payment from the
. mercnant and wakze delivery in uis own country. The
' . cxpori merchant.not only sccepts all the risks of foreign
. trade, bur aiso handles all the detaila involved in the

- ]

frlnsaction. The producar ie relieved of all responsi- -

bilitias related to foreign marketing, advgrtis{ng, salen, .

‘T merchandising, delivary snd secvices,

O e ' ]
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. .
.

en

n A1 Gl t B

One type of export mer: hin: -se&iul to produchvs Ls
. :
R .

“the erpcrt dauk ‘tbeer, ales knoen ag g4kt droy ehlppnk

-

or cable merchant. his mevcharn® oPtutud § i1z fubtazionp
. Y

from precuceas, asuel’, 5. ree e woikae,_wnideh dre groa

for a few hours or e few cavs. Ihen. bused or a knowl

edge of tto acchets for Jhese commolitiet, he contases

corresprndaics agii’d. Whar .the lattac raspond with

flrm offers cr vith seneptgncas ef fha 1un;3113ni.‘hwe

merchant finalizes the trensacrion. &iuch s mercngir el

dom uees or tskes posesssion ¢f the marchandise. Desk

~ Jjobbers are apec:ialiets in sc:vces and markets for com-

2.

3.

modities in which they treda. The producer-exporter who

uses the services of an expurt merchant must haundle the

physical diatribution of the produccs, however.

Raw Matexiél Me.chant

.

-

\

This.is anothez form of intercational merchant whe
usually deals {n one coemedity, but sometimes several.
The emphasis of his b;ttneas 1;'on imports. Kis sources
of supply ars Jetermined by the type =f cowmodity he io

dealing in, and he sells the rav caterials wherever he

can make appropriste srrangements.

Resident Bu}cr

[} : .
This marchant may veprasaat any type of government or

' «

3-287
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F\E private foraign Luyer. ‘He Ais located .a tla sxporcer's
own country. Such wmerchefcs a:¢ reprisentstivas u€ ovare

083 organﬁ§cciars that. dealre sagular - d cloge cantact
with thell farelgn #ocrie. wd uppiy. The :raldang buyer i

way be either a local parson wiho i. appoivced or 31 -atiwe ,

t

of his cilsnt's country cesidi:z in the axport e country, ;

nlecimy *ha ordev, raecifying

e
.

A2 takes care. of uetails &'i- 0 ac

. t -
- the tavus of sgle, :higping, anad mabins arrangerenrs tor

-

finauc}ua ig the sale '@ nut for cagh. The rosidenc Luyer

can be very useful toe &n cxpor%er bergise he {8 a permenent
res .dent : thus tas rnpreagu&a an oégq;iuuity ty buiid up'é'-
?‘gular'bulinaso. .

. # o _ _" , .

~, Export and lmport Browarz

R e ]

. Such brokers.are ager:zs, and as ruch do not take title _
- : . : ' (
* to the merchandise. Their wain function is to bring buyer '

end seller together, The; way act as ar sgent for either

the buyer or the seller, 1Impoct and export brokers gener-

ally specialize ia gétticular products or classes of pro- : .

ducts, often staplic primary commodities, If a broker is

+ :
. contacted by, for example, an-exporter who nas a commodity o

he wishes to ssll the broker will contact potential

foreign buyers and otfaey thewn, tne commodity at a pre-

Lot

determ'ned price or ask chem t> make an offer, Having re-

’n’

ceived several offers, he accepts the best one on the .

seller's behalf, 6r reicys then to the aelder to determine
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*y

‘chage.-che sarvices ol the iataswerchant sre obiained to

[ -

, . . R ' -

whethaer the offers sre sccaptabio.  vuoan cha Liapgactioan
. N . . . ) "\
1s concluded the' zejlar vays Ll Brurel 103 fee.”

g

L . o -~ :
v M L et vy AR D
1ntermurd nant ¢ st C0PY AV Ll E
_m--\-_ . . .
. : L]

Agei:s of .has type ite liaita (o aumoes, bul e

.

be very uzaty) ta eo 3y izt Mawinen or Mizisngu.ar”

trading. In euca & aiwustion, I daltsd SIntas Gxaovrter,
L]
Or au zxatinar fyom ecaosthe: “hard” curiency couwdlsy, way
L ’

degive to £11% ew oxd2e from n inpo-ter i a "sofy”

currency covnis,, Because cf the ditijcuity of arreag.ag

payaent f. <olluvs--th t v lecuuse th. foralge ieproser

has difflcultf 1 obrainirg !fl'nra to pay ¥or his pur-

+

¢

- 44t up another side to che Cransaction.tn order that it

nay tuke place, The tatermercheat must bs very familiar

[y

with tke trading and curvency conditions in nnﬁy countrits
in order to' practice his specialized business, Ir many
caeses « sale to a soft currency .country may not be poc-

sible without a trisvguiar transaction hné Ene help.of

an iatersarcha:y. in arcanglag i<, ..
RS ' . "s '
{ \ .
- v e . ’
S : .o .
Export Commission Housc - . .

This type of expo:t buying eg2at iv @ representative
. o
of foreign buyers zesiding in the axportet's cwn couxtry.

He differs from tha2 rasident buver, previously mentivned,

[
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7. Confirming House’

AN

-

~

/

t ’ ‘so"

_1n that dn zesident buyer is & pemucncas Tepreecemes:iva 3

\.;&st the !mtgn uuyor, Aile the axport emuwm hause

o
S

1

agent \mnuy 14 mt. m axpovt ca:nu{on honss -\ﬂat
ope:acn «a the basis of ":ndnlnta.,&‘ thut is offaes Co
purchass urnder condicions a:af:.ed L-,;hrhe'px:.\syheci.w
put}:hae)'cr that hie hed recsived 'Er-n thess pu'.:g:hmks..
The purchaser then psys tha egént a faa for Lig s=evice,
When an export ;;miuwn houve 6 dsed, the o;p_o:uns

‘e .

pruducer {8 ot dirsctly involved in deternining the ¢

ﬁ terma of the crama»uon. .L.-.scead thrse ave worked . .

’

/ .
out batweem the faretgn buyer and the export. ccuntutom‘

- D

ha.\.b.g Y ]

~

[ 4

Such sgents are mot coumwn fi. the United Stetes, but

. .
do exist in & rumber of other countries. .The confirwing -~ ,

house put,/iu_crad;: betwes: the buyer in the hp?rting N\

-

nation and the exporcer or producer 'in the exporting.

nation,’ ~A,con£i-ming housz is most u.éful in mackets . .
yhcru cudu: coic:tions are| un..ertain or Where the cost
of money is very high. In sucn ..Lt.uat.ions ccedit \ruku

are complicated, and credit can only be extemded by

experts with long experience in that market. This is

‘the role of ghe somfimiig house, 1t my' also sepresent
. -

pgrchnoudn importing cou‘ntriea'who vish to hewe &

" finamsial representative in the- exporting counssy., The

contirming house bocomes & financial intermediary.
3-290 . R
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8. Combination Eaport Ha:-aga: Y Ry AR E
Zb o Haagar «BﬁTﬂ) _

A . e

" A combtloasion %irort marace. te e lattiaxTi~nel
salas specialjer Wity funcr v 5@ the ®ipoxl 4rad; "ravt

\ for severali :alaoied . ut o weting mantufactuse oo,

i Althougn a cuiwb.unativii &rport .avager 16 sr Lncdepenient
- 3 . ‘
middlemen, ae far &8 porai? 2l Coriign buvsrs wve con- ,

e
v

. . cern.d he i3 thaoxport wcvejer of the zwmaufers uiing

firm2,” AT conlracte 1ie .- ouviaced tn tong o.me of Law
. : _ . ., v
manufacturer, ond ell quetativns and crd.r8 cre eubjec:

to kppvoval by the aenwfaciucer,

’ z
1f » cvocucer Lo (nteresced in expocting Wit .cur

" urdertaking ths sffort o: exprase iavoived in secting

>

o up his own erport departme.t, a combinution export manage: -
vill take over most of the responaibilicy for his opera- -

tfon. He sili help select foreign zgants, distributors

A d

or dealers; direct foreigr pfonotionnl.activitiea,

S,
including ajvartising, té&e ~are of ail billing, financing

L Y
and shipping detsils; and pertoram all the cther functions

-~

" of ar export depariment for a fee or & cdﬁnﬂaaion vased
on the pefticular arrangement. wich.thac producer, Other
advantlgeu 2f combinatiun 2xport managecs are; his -
specializution and experience in distributing abroad; . -

- .credit assiscance; poscitle savings on shipping because

. s . ” .

~' E? ~ ' he can consolidate snipmenta; and the valuabie l;niaon
| $

services which he can ptpvidal

~ ' ie201




. APPENDIX &

.-
~
&

, REVISED AMERICAN PORZIGR TRALS LEPINITIONS - 1941w

N

*Adopted July 30, 1941, by s joint committee represeating the Chamber
of Comperce of the United States of America, the Natiomal Council of
Amarican Importers, Inc., and the National Poreign Trade Council, Inc.
There have been no further revisions so the provisions remain in

" effect.

-
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11,

INTRODUCTION . Y : e G A

The following krvieed éws.ican Paos g Viots Deilwiticas

1941 sre rgcomsended UHr gensTsl 188 Ly loth o rortéiep yod

importers., Thesa revised 1o n freouw Lave o a'r'a« so law
.uq» *
i »

utiless there i1a speciii- teg:slavion jroviaig Y Tfhew., oc
¢ pacdy B ! h

unless they .are confiraed &y couct dégla;bzz. de do, Lo La

sugsastad tnat seslers and buvers sgrve 19 heery 5#ceprar;c .8
. ' I .
part of the contracs of sa.e. xhoa& revisce definicions wiil
i
then bezoms legally b“nriﬁu upen &ll pay N |

.. {

Widespread eccspiance of rherﬁ/;:;'atd 2etivditaiorg #L11

leed tc a greates standardiz.ilon ol foreign trade procedure,

and to the avoldanca of much niﬁﬂ“ﬁfFStﬂnﬂln&~ Adaption by
sxporters and importers cf thaese telus will impress on all
parties concernsd thatir respecrive responsibilities and r.ghts,

-

GENERAL NOTES OF CAUTION

-

Ay As foreign trad; definiticns have been issued by
orscﬂtzations in vnrioul parts of the world, end as the
‘coucts of countries have {nterpreted thess ch*niciona 1a
diffsrent vays, it 1- lmportanl chat'p:lla;n and buyers
agres that their contracts are subject :;.th Revised
Aperican Forsign Trade Def -itions - 1951 dﬁd that tnae

i

various pointe liscted ara accepted by both pertivs,

-

3. In addition to the foseign trade tarwms listed havalr,

there are terus that sre at times used, such as Fred Harbor,

e 3-295
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& C.1.P, & C, (Cost, Insuranca, Praight uanc Commianion},
V- _

W
AN

L2N ~Interes:), \(.7., rended (Cost, lusurance, Freluit, lLandedY,
é and ¢

firgt been o cefintte understandir, 45 to the (il MEELLNg

C&I.?.C. & 1. {Cost, T.eurerce, ¥resght, Comslsaion, and

A

1 .. . ' . . . N
bgsag,  wone 0o thosa 8Loew 4 v Lrod u@ddess cacka b

therggf._ it is 3nwine to airenpl ro Laterpret <tacr texas
in the 1é5£'4£ £Ea tarie given heoan,  pern’g  ohonevia
-pdSIiBle, one of the terms de“ived herein should b- usrd,
14 _ . ) ) ’

C. Ic in unwise to use'abbneviﬂbtcns in quofations or n

contracts which m1§ht be aublject % T;sunuers:anJ;ng.

D, ) When making quotations, the familiar terms "hundred-

‘waight" ;rﬁ"tdn” should be avoided, A hundredweight -can be
. . ‘N

100 pounds of the 9hort ton , ox il2 pounds of the lonz ten.
A ton can be & short ton of ,J00 pounds, or a metric ton-of
: 2,204,6 pounds, ov @ long ton 0f 2,240 pounds. MHence, the

-

_type of hundredweight or to. should be stated 1n~Q:?tatione

and in sales confirmations. Also. all terma_refe:rtng to

juantity, weight, vclume, length, or surface should be clearly

defined and agreed upon, ‘o . N
o { -
E. " -If inspection, or certificate of ‘nspection, 18 required,

{t shculd be egreed, in advance, whether *4e coa®. thereot is

for account of seller or buyer, ) : .
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’ gy CORY AVALABLE

3

F, Unless otharwise agreed upa:;, all expéunses aie Jor th
account of seller up £c =he puirt at wnolta the buyer musnt:
handle the sutseqguent movemen. oF gdédn.

) . ..
G. There is @ number of elemeats in a ccntract thal Goee
-

.noL fall wichin tha scupe cf these foreagn toxle definitiona,
Hence, go mention of these 1s made nherein, Sgller and bnjyTe
should agree to these separitely wahen negut;utin; contracts,
This particularly applies to so-called "soetomary" practices,

-

11I. DEPINITIONS OF QUOTATICMS

1

A. EX (Poinr of Origin)

"Ex Factory", "Bx Mill", "Ex Mine”, "Ex Plantation",
“Ex Warehousa', etc, (rawed point of origin). Under this
term, ths price quoted applies only at the point of origin,
and the seller agrees tc »lace the goods at the disposal of
che buyer at the agreed place on the date or within the peried

[

fixed,

1. Seller must

a. bear all costs and :lsks of the goods until such time
as the huyer is obliged to take delivery thereof;
b, rtender the buysr, at the buyer's request and expensc

assistance in obtaining the documsnts issued in the

,EMC' o : 3-295




\& ouuntry of ortyin, or origin «¢ sihipment, or of both,

D
o |
q\%~ shich tas buyer may rsgeice eithes for purpaews »f
‘Q . . .
.<§‘ axportation, uv of Lmporteticy At dostirsion,
& ) .
2. Buyer must ’
8., Gahs delivery of the gorda as soca as zhey hsve heen
piuced at his dtﬁpolal a% the sgreed place oo the Cate
' ot within the period fixad;

b, ply'cxpott taves, or other fees or charges, if any,
leviad :ac2uae ol exporé.tion;

¢, baar all coats aad risks of the goods from the time
when he i3 obugéc' te teke delivery :hmfut‘;

d. pay sli coats aad charges incurred in aieqlning tim;Z
decuments issued in the country of origim, or of
;hip-an:, or of goth. which may be required either

for pu-poscc of expertation, or of {mpbeteRion at

destinstion, ' . .

3, 10,2, (Free on Board

) S S8sller end buyer should consider not Zaly.the defi-
nition but also the "Comments on All F.0.B, Terms" (ses

38 bolo«)_.tvan'a: end of this section in order to under-

»

stand fully their respective responsibilities snd rights

under the sevarsl classes of "F,0.B." terws,




i Y

¢ | WEST COFY AVAILARLE
"7,0,8. (Namad Zaland Carrier at Hamad Inland Pofat af
Departure

Under this Lerm. the pri’® quoted app L2 b1y A:
inland shipping peint, asd t.- gelier arvanges (o Ij/

loading of the govds on, v lnm, rrilwy cruo, trucks,

]
[ o4

lighters, barges. sircralt, ov oths ¢ convevance furnished

for traneportation.

a, Seller must

(1) plece goods on, or in, cunveyance, or delivai to
inland cerrier for loading;
(2) provide clean bill pf iading or othe: tranaport.’

A

ation receipt, frcishé collect; -

[

(3) ‘be tcnpbnsxblo'fgr lAy loss or damage, or both,
until‘aoodn_hpy§ been plhéfﬁ_fgj'of on, convey-
ance ‘at loading point, and clean bill of lading
or other transportation receipt has been furnished
by the cavrier; .

(4). rendar the buyer, at thesbuyer's request and
expense, assistance in optainins the documents
{ssued tg the country of origin, or of shipuwent,
or of bothl which the buyer may :ag;itn either

for purposes of exportaticn, or of importation

at destination,

F
b. Buyst nust
. <« N -
(1) be responsible for all movement of the goods ;
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(43

Under tnis term, the seller quotes a price including

!ro‘ inland point of loeding, and paylpll ) .
trausportacica csate ;

pay sxport taxeat'or.cthur faes cr charges, if
.any, levied bicauaq_of exportation;

be gauponciblé for any loss or damage, or both,
tng;rrnd atter losding at.iswed Laiand point ‘of
deparcura; .

p;y all coats und chargén incurred in obtaining
tha Jocuments iswued in ths country of urigin,

ar of shipment, or of both, which may be required

‘either for purposes oi exportation, or of t{mporta-

tion a:_dea:thatlon.

[nland Point of
ilnt o! iigorta- .

Y transportation charges to the named point of exportation

and prepays freight to named point of exportation without

T assuming responsibility for the goods aftar obtaining a

clean bill of lading or other transportation receipt at

nemed inland point of departure,

'a. Seller aust ’ o

(1)

assume the atlior'l obligations as undcr,i.Za.

.

(above) except that under B.2s.(2) seller must
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CORTST OOy A AR £

providi clean bil: £ isaing or other trene-

portation receip., i-e!ght prepaid to nzmﬂd.

point of exportatiun,

«

b. Buyer qust

(1) assume the &s.: duyer's obligsrions ws undar

B.2b. (above) oxsspt uhat hz ¢.es not pay fysight

tcom loeding p-tnc to nzmed point of exportation.

“p. 0B, (Nam;d inland “arrier at Named Inlend Point of

Departure) Freigh: Alloved to (Named Folmg)”

Under thia cerm, the seller quotes a price 1nc1udtng
the'ttanlpatcatinn charges to the named point, shipping
freight collect and deducting the cost of transportatigﬁ,
without aszuming reoponnibiittymfér.fhe“goodn after-- )
obtaining & clean btll of lading or other transportation
receipt at named inland point of depsrture,

A

a, Seller must

(1) assume the came seller's obligations as under
- B.2s, (above) but deducts from his invoige the

Ld

transportation cost to named point,

/ ) N

. b.. Buyer must

[

(1) assume the same buyer's obligations as under
5

"3-299
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‘3.2, (sbove) including poyment of freight’

from inlgpd ngding po nl to namad puint, Zor

which seller haa made deguctjon.

ot

5. "F,0,B, (Nemed inland Carrier at Named Point of Zxpor-
tation

Under thia term, the sailer guotes & piice including

the costs of tranasportation of tne goods to named point

of exportation, bearing any loss ocr damage, or both,

L4

-
-
-

ircurred up to that point.

»

a, 'SQII?r must “-
(1) plece gbods on, or in, convayance, or deliver
to inlond.carrier for loading;
(2) provide clean bill of JJading or other transpor-
" tation receipt, paying all transportation costs
. trom.loadtng point to named point of exp;rtqtion ;
(3) be renponutble for any loss or damage, or.both,-
until aéod: have srrived in, or on, inland con-
. veyance at the named point of exportation;
. (b)‘ render the‘buycr, at the buyer's };QUQIt ;nd

expense, all}ntanco in obtaining the documsnts
issued in the country of origin, or of shipment,
or both, which the buyer msy require either for
purposes of exportation, or of importation at

destinstion.

o, 3300 -



' ’ . LY

. ‘ - . IS BRVAR AN ST
- b. Buver wust RTCT COPY A

. *
(1) ba reecoasible’for ali movéemant of tue greds
\ feom ‘nland coavevsnce 0 oqgead petac of
< ¢ :
Sxpor .atica,

-

-

(2) pay export taxes, Or other fie1 or cusrges, it

| Pay, !egimd beceuse of exporuetion:

(3)' be %éBpOLOinB for any lo8s or dewage, or woth,
inCurr?d afte; goods have a-tived in, or on,
inland conveyance a: the na;ud polrt of axﬁbtr
tation;

(4) pay all cnetsé and cuargas 1nCu§Lnd in obcaining
the documéntl 1ssued in ine country of origin,
or of shipment, or cf both, which may be required

“ eithar for ;yrposes. of exportation, or of {mpor-

| tation at dultin#tion; :

\ ' : f~\\‘\ _ .

%, "“F,0,B8, Vesoe' !Nsmed Port of Shipmant)"

Under th!s term, the seller qu.tes a price covering

all expenses up to, and including, delivary of the goods
. oy

upon the overseas vessel piovided by, cr for, the buyer

at the nawed po:t of shipment.

\‘ 14
a, Seller must
(1) pay sll chazgeorincutred in placing goods actually
, -on board the vessel designsted and provided by,
Q -
ERiC _ 3-301 ] \ ~




or for, the buyer on the date o: within the : '

“s&sgﬁﬁ pariod fixsd,

WY
Qgﬁ* (2) provide clean ship's receipt or cn-board bill
Qgg

»

of lading;

(Jf' be responsiblie rfor aéy loss or Jamage, ¢er both,

unti{l goods have peen‘placed on board the vessel

on tha iafg or Wicnic the petlod'FixEd;

* (4) render the buyar, at the bLuyer's requ2st aud
expense, cssistance in obtaining the documents
issued {n the count:ry of o;igin, or of shipment,
or of both, which thé buyer may require either
for purposes of exportation, or of imporcatid%
at destination,

-

b. Buyer must

.

(1) give seller adequate noiice of neme, sailing : '
date, loading berth of, end deiiweiy clue to,
the vessel; |
(2) besr the additional costs trcurred erd all risks
-of the goouds from the time when thé seller hae
placad them at his df%psoal {f th. vessel named
by him fails to arrive or to load within the
dé;igngtéh time;
(3) handle all'tub.equen: movenent of theég;ods to
destination;

(a) provide and psy for insurance P L

3-302
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- '(b) provide snd pay for ocu«n and other )
. . BEST COPY AVAILABLE
' cCancprriatiog

»

(4)' pay export texss or othar feda ci :charges, .o

sy, lavied bocgues ot ea wtation

(3) ba responrsibdls for any !:i« 3r .amage, cr Loth,

after goode have been lceded v baard che vessel ;

—

4o

{6) pay =il costs and :nharges incurzad in ohtiining
the documents | ovker tten - lsza spip's ruceipt

or bill ct Iladingf fagucd in the country ol origin,

.
*

or of shipwent, cr of both, which may be required
either fo: purpea>s of excorterion, or 2f impox-

tacigp &t des:initio&. ’ .

7. 'R,0,8, gNamed‘lnland 2ulat in Louatey ¢f Imporcation)

Under this tarm, the seller quotes a.price including
the cost of the marchandise and all costs of transportation

to the named inland point ir the country of importation.

a, Seller must

(1) provide an: peay for all transportstion to the

na@cd inland point {n the gountry btlimportltton;'
o (2) pay export taxes, or other feas oé charges, if s
any, levied bc:au;; of exportation;
(3) provide and pay for marine insurance; ‘
. . (4) provld; and pay for war risk insurance, unless °

otherwise agrsed upon between the ssller and

buy T
ﬁ -303
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L4

@

XA N
e

[N

% responsible for any loss .1 damay., or both,

\§3“ gntil arrival of goods on ~uaievance ot the
\

N
‘v

mamed fnland puint in £he county, of faportatton,
N ' .

(6) puy the costs of coris...aies of ~ragin, con-
; ] '

[

o+

)

®

L

)

(10)

sular inoices, or any othev wocwaz.gs iasued in
the coulltry of oripin, ct of siipment, 0i of g

\
both, wh.ch the buyer may require {ov _lw impo:-

s

tetion of goods into the zouniiy Ji dest,nation

wnd, where necessery, for zhe.r passgge’in transit

shrough another country ;
e *

—”

sy all coata of larding, i-tlucing whartege,
landing e¢harges, and tascs, (i any

pey stl gosts of custom: ertry in the country of
{mportat; on;

pay custows duties ard aiil raxes applicadble to
to {mperte, Lif dny, {n the country of importationg
séaline thet he is accepting important responsi-

blilties, cptt.; and risks, and ‘should therefore

-

be certain to obtainfadequatc insurance, On the

L 4

;thet hand, {na importer or buver may desire such
quotstiors to relieve him of the risks of the .
voyage and to assufc him ot his landed costs at
tallnd pOihc in ccur;r) os 1mpurta£ion. When
competition is keen, or the buye: is accustored

to such quotations £td§ other scllers, seller

iiy quoti such tarms, bé;ng careful to protuct

himsel? in ew approprihte manner.
3-300




‘b, Buyer must ‘ WY POFY AVAILABLE
(1) take-promfit deltvery'of goods froﬁ conveyance
upon arrivel at destination;

< _ .
(2) bear any costs and be responsible for all loss

or“&hmage; or both, after arrivald at destipastiocn,

1

8. Comments on All ¥:Q.B, Terms

In connection with F.0.B, terms, the following

points of caution are recommended:

a. The method of inxand traﬁaportatton._such as

e, .trucks, railroad'cars, lighters, -barges, or aircraft

"should be specified. |

N )

/ b, . Iflany switching charges are involved during®
the inland transportation, it should be agregd, in
advance, whether :he;e charges a;e for account of the
seller or the buyer,

c. , The term "F.0.B; (n;mad port', without desig-
nating the exact point at which the liability of the
seller terminates and the liability of :he buyer
b;gins, should be avoiged. The use of fhio term
gi;es rise to disputes as to the lisbility of the

N seller or cﬁg buyer in the event of loss or damage

arising while the goods are in port, and before
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delivery to or on toerd tr. .ccan carrier. Misunder-
N standings wmay be avo:ded . naming the apecific point

6§* of delivery, -

d, If lighterage or trucking is required in the

transfer of goods from the inland conveyance to ship's .
§ide, and there is a cost therefor, it should be
understood, in advance, whether this cost i{s for

account of the seller or the buyer,

.

>
e, Tne seiler shouid be certain to notify tne buyer (ﬁﬂ’k

COoLTeoanilmal quantity veguired to obtain a carload, '

oo Jrergnht rate,

P
.

¢-vesting "FoO,B, (named
yuiaat poins Ao cwurtry 0! Lwpoitatien)', the obli-

. elic. lo obtain ocean l[reight space, and marine ard

-

STt L INSul8ndie, tesls wiin he buver, Despite

T Srtoatian oe Lae part wf Uhe buyer, in many

Lteews che geiler obtaitas the ocean trelght space,

ane narine and war 1isx infulance, and provides
P4 -

Lo stopment om obehall of rne beyer,  dence, sellier

X Sei ket B ade anwelSoorn o, 4s to whetner
, it tuye? Widi obtain the ocean treignt space, and
STITRGGR wAT TISY Irs Lo as fn hils obligation,

v t

‘ AT T e the gelier agreed o o this rapr the

ERIC

Aruitoxt provided by Eic:
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8. Por the seller's protection, he should provide -

. in his contract of sale that marine insurance obtained
by the buyer include standard warehouse t¢ warehouse

coverage, -

C. F.A.S. (Free Along Side)

1

1, Seller and buyer should conaider nut only the defi-

- ¥

nitions but also the '"Comments' given at the end of this

section (C.3 below), in order to understand fully their

/

respective responsibilities and rights under "F.A.S."

tarms,

2. "F.A.S, Vessel (Named Port of Shipment)

L

Under this term, the seller quotes a pticéiincluding
delivery of the goods along side overseas vessel and
within reach of its loading -tackle, o

.

a, Seller must ‘ »

.

(1) place goods along side vessel or on dock desig-
nated and provided by, or for, buﬁﬁr on the date
or within the periqd fixgd; p;y ag& heavy lifé
chqrgea,‘where necessary, up to this point;

(2) provide clean dock or ship's receipt;

(3) be responsible for any loss or dam‘ge, or both,

&
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§§§5&  untii goods have b’en delivered along side the
<§¥\ _ vegsel or on the dock;

Qﬁ% (4) rewe; the buver, at the buyer's request andl
;;penae, agsistance in obtaining the documents
issued in the country of origin, or of shiéméﬁt,
or of both, which the buyer may require ;ither |

\_for purposes of exportation, or of importation
‘& Co ‘ at destination, . | '

b. Buyer must

(l)l-give seller. adequate notice of name, sailing
daté; loading berth of, and delivery time to,
the vesseli

(2) handle all subseqﬁent movement of the goods from
along side the vessel,

{a) avrrange and pay for demurr;ge or storage
~harges, ;r both,-in wareahouse or on wharf,
“where necessary

{b) provide and pay.for insurance

(¢) provide and pay for ocean and other
trangportation

(3) wpay export taxes, or other fees or charges, if
phy, levied because of expurtafion;

(4) be responaible for anylloaa or aamnge, or both,

while titie goods are on » lighter or other con-

veyance along side vessel within reach of its

Q ; 3-308
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- .

_F.A,S5, Comments

<

BEST COPY AVMLABLE
loading tackle, or on the dock swaiting loading

or until actually lcaded on board the venael:
and subsequent tﬁereto;

(5) pay all costs and charges incurred in obtaining
the documents, other than clean dock or ship's
receipt, issued in'th; country of origin, or of
the shipment, or of both, which may be required

either for purposes of exportation, or of impor-

tation at destination,

-

Under F.A.S.'terms, the obligation to obtaim
ocean freight space, and marine and war risk insurance,
rests with the buyer. Despite this obligation omn the ;
part of the buyer, in many trades the seller obtains
ocean freight spaca, and marine and war risk insurance,
and provides fog shipment on behalf of tLe buyer, In
others, the buyer notifies thé seller to make delivery
along side a vessel designated by ihe buyer and the
buyer provides his own marine and war risk insurance.
Hence, seller and buyer must have an understanding as
to whéther the buyer will obtain the ocean freight
space, and marine and war risk insurance, as is his

obligation or whether the seller agrees to do this

for the buyer.

1Y !

3-309



&

-~

|

- 3

b, cr the geller's protection, he should provide

Q§5‘in his contract of sale that marine insurance obtained
W

tg\ by the buyer include standard warehouse to warehouse

coverage, (

D.. C, & F, (Cost and Freizht)

) Seller and buyer should consider not only the def1-
nitions but also the "C, & F. Comments' (See D.3‘below)
and the “'C, § I'. and C,1,F, Comﬁ%nts" (See §:3 below}, in
order to understard fully their respective responsibilities

>
f.phts under C, & F.' Lerws.

snd

2. "C. & F. (Named Point of Destination)" .

Cndeg this term, the seller quotes a price including

the cost of tranaportation to the named point of destina-

» -

(1) provi&e and pay for transportation to named poi&t
of destination;

() pay export taxes, or other fees or charges, if
any, levicd because of exportation;

{3) obtain and dispatéh promptly to buyer, or his
ayent, clean bill ot lading to named point of

Jestination;
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arsT COPY AVAILABLE

(&) whera. received-for-shipment ocean bill of lading

nay be tendered, be reaponsible for any loss or

' -

> damage, or both, until the goods have been

del{vered into the custody of the ocean carrier;

(5) where on-board ocean bill of lading is required,

{ ‘ b: responsible for any loss or damage, or both,
e : until the goods have been delivered on board the
.veasel ; )

(6) provide, at the buyer's request and expense,
. > 4

certificates of origin, consular invoices, Qr
any othe; documents issued in the countr& of
origin, or of shipment, OT ;f both, which the
buyer may require for 1mpo:;acion of goods into
country of destinacioa and, where necessary,

for their passage 1n transit’ through another

country,

b. Buzet must

(1) accept the documents when presented;

(2) receive goods upon arrival, handle and pay for
all subsequent movement of the goods, incluéing
taking delivery from vessel 1; accordance with
bill °§ lading clauses and terms; pay all costs

of landing, including any duties, taxes, and

other expenses at named point of degtination;

¢ (3) provide and pay for insurance;

ERIC . | 3-311 0




& (4) be responsible for loes of or demage to goods,
or both, from time and place at which seller's

- é@ . obligations under (4) or (5).above have ceased ;
o

T (5) pay the cost of certificates of origin, consular

- * . invoices, or any oth?r documents issued in the
_ country of origin, or of shipment, or of both,
"which may be required for the importation of
goods into the country of 'destination and, where

necessary, for their passage in transit through

) another couniry.

1, €. & F, Comments

a, . Por the-3eiler's protection, he should provice
in his contract of sale that marine insurance obtainea

by the buver in:lude standard warehouse to warehouse
. » ‘J
crvarage,

-~
ERry

_ r
bl The comments listed under the following C.1.F,

-

rerms in many cases apply to C; & F, terms as well,

and'should be read and underatood by the C. & F.

seller and buyer,

\ «
B, C,I,F, {Cort Ingurance, Jrilpni;

4
xY

‘e

1. Seller and buyer should consider not only the defi-

ritionshut also the C., & P. and C.1,F, Comments' (See

Q .' 3-312
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E.3 below), at the edq_of this section, in order to under-
. . gtand fflly their resp?ctive responsibilities and rights
' ‘C.IN." terms,
- 2. "C:I.F. (Named Point of Destination)"
Under this term, the sellér quotes a price including
o the cost of the goods, the marine insurance, and all \
, | t£;n3portation charges to the named.pﬁint of‘hestination. |
‘ 3
3. Seller must
) F - i
" y (1) provide and pay tor transportftion to name?
point of destiqation;
(2) pay export taxes, or other fees or charges, 1if
- any, levied because of exportation;
(3) provide and pay for marine insurance;
(4) provide war risk insurance as obtginable in
seller's market at time of shipment at buye?‘s
) expense, unless seller has agraed that buyer
) provide for war risk coverage (See j.3 below);
_(5) obtain and dispatch promptly to buyer,‘or his
= aéent, clean bill of lading to named point of
. destination, ‘and also insurance policy or
negotiable insurance éertificate ;
- ' (6) whe;e received-for-shipment ocean bill of

lading may be tendered, be responsible for any

. 'y 3-31)]



*

< loss or damage, or both, untii :ha'good: have

been delivered into the custody.of the ocean

N carrier ; - _ - | o

(7) 'where on-board oceaﬁ bill of lading is required,
be responsible for any loss or damagu, or both,
until the godds havé been dalivered on board the
vessel ;

,~ (8) provide, at the buyer's request and expense,
certificates of origin, cqnaular invoices, or
any qther documents issued in the cquntry of
origin, or of shipment, or both; which the

o | ’ buyer_maysrequire fcr importstion of goods into

country of destinsrion and, where necessary, for

their passage in transit through another country.
t

h. ~Buzer must

-

(1) accept the documents when presented

(2) receive the goods upon arrival, handle and pay
for all gubsequent movement »f the goods,
including taking delivery from vessel in accord-
ance with bill of iading'clauses'and terms; pay
all costs of lsnding, including any duties, taxes,
and other expenses al nemed point of destinatica,

(3) pay for war.risk Insurance p:ovldgd by seller;

(4) be cesponsible tor loss of or damage to goods,

.

or both, Erom time and place at which seller's

3314
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obligatténs under B,2b,.(6) or E,2b.(7) (above)

" have ceased;

pay the cost of certificates of -origin, consular

invoices or any other documents issued in the
country of origin, or of shipment, or both, which
may be required for importationﬁbf the goods into
the country of destina%ion and, where neéessaty,

for their passage in transit through another

country,

1

L>

. _C. & F, and C,1,F, Comments

Under C. & F. and C.1.F, contracts tliere are the

following points on which the seller and the buyer should

be in complete agreement at the time that the contract

18 concluded:

T

It should be agreed upon, in advance, who is to

pay for miscellaneous expenses, such as weighing or

ingpection charges,

The quantity to be shippéd on any one vessel

should be agreed upon, in advance, with « view to the

buyer's capacity to take delivery upon arrival and

discharge of the vessel; within the free time allowed

at the pog{ of importation,
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Qﬁﬁs C. Although the terms C, & F, and C,I.F, are
generally iqtarpréted to provide that cha?gea_for
consular invoices and certificates of origin are for
for thel account of the buyer, and-are chargéa separately,
. in many trades these charges are included by the seller
in his price., Hence, seller and buyer should agree,

in advance, whether these charges are part of the

selling price, or will be invoiced s-.parately,

d. The point of finai destination should be
definitely known in the event the vessel discharges
~at a port other than the actual destination of the

goods,

e, when ocean freight space is difficulct to obtain,

—

~r {orward freight contracts cannot be made at firm
races. it it advisable that sales contracts, as an
exception to regular €, & F. or C.1.F. terms, should
prov;de that shipment. wichin the contr;ct period be
subject to ocean freight space being available to the
seller, end should also provide that changes in the
~ost of ocean transportacion between the time of sale
-and the time of shipwent be for account of the buyer,

‘. Normally, the seller is obligated to prepay the

acean treight, In some instances, shipments are made
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freight collect and che amouni ot the fraight is

.

deducted from the invoice rendered by the seller, It .
is necegsary to be in agreement on this, in ad;ance,
in.order to avoid misunderstanding whi;h ariges from
foreign qxchange,flucfuations which might affect the
actual cost of transportation, and from ince?est

;harges which might accrue under lettét of credit .
financing, Hence, the seller should always prepay ;he
ocean freight unless he has a specific agreement with

the buyer, in advance, that goods can be shipped

treight collect, .

The buyer should recognize that he does not have
the right to insist on inspection of goods prior to
accepting the docum:.ts, The buyer should not refuse
cé take delivery of goods on account of delay in the
receipt of documents, provided tne seller ﬁpa used
due diligence in their dispatch through the regular

channels,

;

.

Seilers and buyers are adviged against including
1. a C,1_F, contracc any indefinite clause at
variance with the oblxgaonné of a C.1,F, contract
as speciiied in these Definitions, There have been

numerous court pecisious in the United States and

other countries invalicating C.1.F, contracts because

AN

of the inclusion of indefinite clauses,
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AR 1. Intergst Eharges should be {ncluded {n coat

* computations and should not be charged ag a ucparasg
ftem in C,1,F, contcacts, unless otherwise agreed
upon, in advance, between the seller and éuyet; in
which case, however, the terms C.I.F, and 1 zCoap,

- <
Insutance, Freight, and Interest) should be used,

Je " In connection with insurance undep C.1.F. sales,
it 1s necessary that seller and buyer be definitely

. in accord upon ¥¢he fcllowing points:

{1) ine charscter ol the marine insurance should

e

be sgreed upon im 8o far as being W.A, (With-
Avarage) or F.P,A. (Free of Particular Average),

.

43 well as any other special risks that are i

casered in sp=?ziic trades, or against which the
suiver way Wwish fadividual prutectiog.’ Among the
apecial rYiaks that should be consi{dered and |
agrecd upon bolwoen seller and beer are theft,

L

r.lferage, legkage, breagrage, sweat, contact s
with other cargues, and others peculiar to any
pazLLCular.crade.r It is important that contin-
st o csllest ireight and customs duty should

be insured to cover Particular Average losses, .

v well &8 total lo88 afrer e2rvrival and entry

.
Leiore delivory,

3-318 y
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(3)

t4)

PP BEST COPY AVA'ARLE
The seller is obiigare!d ro exercise ordi- -

nary care and diligence in salecting en under-

writer that is in good financial standing. Hows

ever, the r;sg of obcéining settlement of insur-

ance claims rests with the buyer,

War risk insurance under this term is to
be obtained b§ the seller at the égpenae and
risk of the buyer. It is important. that the ]
seller be in definite accord with the buyer on
this point, particularly as to the cost, It is-

desirable that the goods be insured against both

marine and war risk with the same underwriter, so

‘that there can be no difficulty grising irom the

determinaticn of rie cause of the loss,

Seller should wike certain that in his
wa fne Of wWaAr Tlik .puuraeace, there be included
the standard protection againsd strikes, riots

<
and civil cummotions,

Selter ani .ves siwuad be in accord as to
she v miared velaitc oo lesoing in mind that
serchandise wontribites in General Average on
certain bases of valuatior which differ in
varioas -t1ades, it ‘s «osivable that a competent

. . k\.ﬂ ’
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<F$Q} {nsurance broker be consulted, in order tkat full
/- .
value be covered &nd trouble avoided,
1. Seller and buyer should consider not only the
'définicions but also the "Ex Dock Comments' at the end
cf this section (See F.3 below), in order to underatand
fully their reapéétive?geaponaibilitieu and rights under
“Ex Dock" terms.
2. "BEx Dock (Named Port of lmportatiom)"

\ Under this term, seller quotes a price including the
cost of the goods and all additional coats necessary to
place the goods on the dock at the named port of impor-
tation, duty paid; if any,

1, Seller must

(1) provide and pay for transportatiom to nared
port of importation;

(2} opay export taxes, or other fees or charges, if
any, levied because of exportation;

(3) provide and pay for marine insurance; '

(4) provide and pay for war risk insurance, unless

. otherwise agreed upon betweeh the buyer and °

!

seller;
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(5) be responsiB}e for any loss or damage, or both,

-~

until the expiration of the free time allowed

on the dock at the named port ofﬁ;mpottation;
(6) pay the costs of certificaq;s—of 6rigln,~coﬁaular
invoices, legalization of bill of ladimg, or any
other documents issued in the country of origin,
or uf shipment, or of both, which the buyer may
require for the importation of g;gds into the
'cantry of destination and, whege ﬁecéasaty, for
their pagsage in transit through another country;

€ (7) pay all costs of landing, includ:.ng wharfage,

landing charges, and taxes, if any;

P .-

(8) pay all costs of customs entxz in the country ;

of importation; R

(%) pay customs duties and all caxes'applipable to

inports, if any, in the country of importation,

v unless otherwise agreed upon,
| R —
b, Buyer must ‘

(1) take delivery of the goods on the dock at the
named port of importation within the free time
allowed; . ' | .
(2) bear the c;st and risk oé the goodi ;f deliyery.

. is not taken within the tree time allowed.

»
3. Ex Dock Comments
X \—\ . -
D) s y This term i8 used principally in United States import
ERIC ., ! |
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. OV . :
o&§'7 trade, It has various modifications, such as "Ex Quay",
"Ex Pier", etc., but it is seldom, it ever, usaed in
American export practice. Its use in quotations for export
’ [
is not recommended,
1 4
A ]
. ‘ ’
g '
\ !

3-322

e
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UNIFORM CUSTOMS AND PRACTICE FOR DOCUMENTARY CREDITS
(1962 REV_ISION--IHTBRMIIONAL CHAMBER OF COMMERCE BROCHURE
NO. 222)

(Copyright by Thternational Chamber of Commerce, Brochure No. 222, Uni-
iy Costoms and Practice for Documentary Credits, has been published by -
the I-cernational Chamber of Commerce, 38, Cours Albert 1%, Paris VII1IO
(Uritz¢ States Council of the .1CC, 103 Park Avenue, New York, N.Y, 10017)
{n an English-French edition, This edition may be obtained from Inter-

- ) national Headquarters of the 1CC and from the various National Committees.).

Adherence of the United States banks, which have subscribed to these
reg.lations, is effective July 1, 1963,
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oS UXGENERAL PROVISIONS AND DEPINITIONS

Th‘l; provisions and definitions and the following arti-
cles apply to all documentary credits and are binding upon all

parties thereto unless otherwise expressly agreed,

Q

For the‘purboso: of such provisions| definitions and
articles the expressions "documentary credit(s)" and “eredit(s)"
used therein mean any arrangemﬁnt, however, named or described,
vhereby a bank (the issuing bank); scting at the request and
in accordance wi;h the {nstructions of a customer (thelappli-
cant for the credit), is to make payment to or to the order

-

of a third party (the beneficiary) or is to pay, accept or

negotiate bills of exchange (drafts) drawn by the beneficfary,

or authorizes such payments to be made or such drafts to be
paid, accepted or negotiated by another bank, against stipu-
lated documents and compliance with stipulated terms and

conditicns,

Credits, by their naturé, ere separate transactions from
the sales or other contracts on which they may be based and

banks are in no way concerned with or bound by such comtracts.

»
b

Credit instructions and the credits themselves must be
be complete and precise and, in order to guard against con-

fusion and miaundara:jnding, issuing banks should discourage
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any attempt by the applicant for the credit to include

excessive detail,

-

t
When the bank_ first entitled to avail itself of an
option it enjoys under the following articles does so, its

decision shall be binding upon all the parties concerned,

£, A benefi»;ary‘can in no case avail himself of the con-
tractual relationships existing between banks or between the
applicant for the credit and the issuing bank.

A. FORM AND NOTIFICATION OF CREDITS

Article 1, Credits may be either o ' .

(a). revocable, or | o

(b) irrevocable,

All credits, therefore, should clearly ‘indicate
whether they are revndigle.og revocable.

In the absence of such 1n§£ca:£on'the credit eha}l
be deemed to be revocable, even though an expir& date
is stipulated, | '

Article 2, A rcvocable'ctcdlt does not constitute a legally

binding undertaking between the bank or banks cuncerned

L

‘and the beneficiary bacause such a credit may be modi-

fied or cancelled at any moment without notice to the

beneficiary.
¢ .
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PN When, ihowaver, o Tavecable cradit haa been trans-

S

mitted to end mide aveilable at & brench or other bank, |
[

1ts modification or cancellation shull become effective
:nly upon recaeipt of notice thern%f by ;uch branch or
other- bank and shall not zffect the riggs?of that bianch
or other benk to te reimbucsed for a;; payment, accent-
&nca c; magotiation nade by it p:iér to vaceipt of ;uch

notice.

-

-~

Avticle 3, ’ An 1tr¢vocab1e.crcdit is & deiinite undertaking on
| the parc of an lssuing benk and éonltituten.the engage-
ment of that bank to the beneficisry c¢r, as the case
" may bs, to the beneflcisry and bona t£ide holders of
. drafts drawvn and/or documents presented thereunder,
that the provisions £o;’§ayment, acceptance or ncgo-.
o éiotton oentained in the credit will be duly fulfilled
v '.ptovid.d that all the terms #ad conditions of the credit
| ars: complied with, .
An irrevocsble credit may be advised to & bene- )
ficiary through snother bank without engagement on the
o | part of that other bank (the advising blﬁk); but vhen
an issuing bank authorizes another bank to confirm
. its irrevocable Rradit and the latter does so, n;ch
confirmation constitutes & definite undertaking on

the part of the confirming bank sither that the pro-

visions for payment or acceptance will be duly fulfilled

ERIC 3-326
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or, in the cass of 4 credit available by negotiation
of drafts, that the ceﬁftr.tas bani will negotiats
drafts without recoursc to drawarw, ¥

Such undarcaking: cai naithe: he -acdified nor”

cancelied without tha agre<ment of all concerned,

Article 4. When an issuing bank !nstructs & bank by cable,
telegram or telex to notify 8 credit and the origlnil
. lcttnf,ot crc;1: itself (a4 to be the operative credit
i#ltrumcnt, the issuing bank must send the origfnnl
}ettor-of credit, and any subsequent amendments .thereto, u
to the b.n;ttciary through the notifying bank,

The issuing bank will be tinponltblc for any con- .

" sequences arising from its failure to follow this pro-
cadure.
o>
L]
Article 5. When & bank is instructed by cable, telegram or

4

telex to issus, confirm or advise a credit similar in

terms to one previously established tand uhtéh has been
- . e subject of amendments, it shall be understood that .
the details of the credit being issued, confirmed or
.advised will be transmitted to the beneficiary excluding
the amendaents, unless the instructions specify clcatly

any amendmsnts vhtcﬁ are to apply.
Article 6, 1f incomplete or “uncleer instructions sre received

to issue, confirm or advise a credit, the bank requested

3-337 v




\b\\\?‘% v

i
@ﬁ§ < to act on éuch instructions asy give preliminasy notf.
fication cf the cradit to ths bs.altclary for iafus-
. mation only mnu without re2waganbilryy erd ic that casa

the creditc wiil be ilesued, counifrasd oi adv;sed/only

¢ . .
when the necassary rnfcrwe-.on kat een received,

B, LIABILITIES ARDL RESFONS(BILITIES

Arsicle 7. ganke must examinc ali doc mepts wvith raasonable

cure Co ascertess thac chey aypesc on their face tc he
;n accordance with the terms ..na conditions of the

Credit.

. >

qdrcicle 8, In documentery credit opecations all parties con-

cerned deal in documeats and not in goods.

Payment, accaptancs c¢r negotiation against docu-

'
. ments which appear on their fsca ro bhe in accordance
&

with the terms and conditious of a credit by a bank
authorized to do so, binds the pacty giving the authori
- . zation to take up the documents and reimburse the bank
wvhich has effacced the payment, acc?pcance or negotiation,
1f. upon receipt of the documents, the issuing bank
considers that they appear or their face not to be in
sccordance with the tearms and conditions 9£lth@ credic,
that bank must determins, on the'blniu of the docunnnts

alonc. vhether to claim that payment, acccpcance ov

nozotiation wvas not effectad in sccordance with -the

'J;Bikjf " terms and comditions of the credit,.

2 %94
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_1f such claim {s to be made, a9£1c¢ to thit effect &
stating the reasons therefor, must ba given by cable
or other expeditious means .o the bank from vhich the
docqnentn have been fcceivad and such notice must. giate
that the documents are heiﬂ# held at the disposal of
such bank or are baing ténurned therega. The issying

bank shall have a reascnable time to examine thé docu-
> _

ments.

'Artiéle 9. + Banks assune no liability or responsibility for
the form, sufficlency, asggracy, 3enu1nenea;, falsifi-
* cation or legal effect of any documents, or for the
!gcnctnl and/or pafticular conditiono-attpulated in
) the documenta or superimposed thereon; nor do they
S~ " ' assume any?xiability or responsibility for the descrip-
tion, quantity, uoiéht, quality, condition, packing, f
delivery, valuf or existence of the goods represented
thersby, or for the good faith or acts and/or omissions,
solvency, performsnce or standing of the consignor,

- the carriers or the insurers of the goods' or any other

person whomsoever.

Article 10, Banks assume no liability or responsibility for .
the consequences arising out of delay and/or loss in
transit of sny msasages, letters or.docu-nn;o, or for

delsy, mutilation or other errors arising in the trans-
\
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sission of cables, telograms or zelax, or for errors in
translstion or interpretstion of technical terms, and
banks recerve the right to transmit credit teims with-

out translating them,

AgttCIC ll.“‘ Banks aasume no liabilicv or rvesponsibility for
consequances ariving out of the 1ﬂtcrrupfion of their
busineas by a:riknn,.lockougg, tiogl, ci%il commotiouns,.
1naurrcg£iona, wars, Acts of Goﬁ or any other causes
boyoﬁd their control. Unless specifically a&:horized,

i banks will not effect payment, scceptance or negotiation
after expiration under credits expiring during such
interruption of business, .

- 4 X a

Agig:lc 12. Banks utilizing the services of another Pank for

the puzpose of giving effect to the instructions of the

applicant for the credit do so for the account and at

/

te risk of the lstter.

Thgy assune no liability or responsibility should
:h.hinnttuctionl they trsnsmit not be carried out,
even Lif they have themselves taken the initiative in
the choice ;t such other bank, -~

The ‘applicant for the credit shall be bound by °
-end liadble to indemnify the banks egainst atl;obllg-

aticne and responsibilities 1-#0..6 by foreign laws

L4

and usages,
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Article 13, All instructiona to 1ssue, confirm ok advise ¢
credit nust state precisely the docuwnty agalnat

which payment, acceptsnce or neputiacion L8 te. be
- . .

Py
+

made,
v | ‘ Terns such as "first class", 'vell knowﬁ", "quali-~ (
¢ ’ fied" and the like ghall not e used to describe the
issuers of any documente called for under credits and
if they are 1ncotpora§ed in the credit tarms banks
will accept documente as pte;entod without further

-

responsibility on their part.

-

Documents evidencing Shipment or Des atch (Shipping Documents)

1]

Article 14, Except as stated in Article 18, the date of the

Bill of Lading, or date indicated in the reception
. b stamp or by notation on any other do;umont evidencing

shtpnnntAor dclpacéh, will be taken in each case to be
the date of shipment or despatch of the goods, |

Article 15, 1f the words "freight paid" or “freighﬁ ptepnia"
.appesr by stamp or o;hetwise on-documents evidéncing
shipment or despatch thé?*will be accepted'as consti-
tuting evidence of the payment of Erctghc.

" 1f the words "freight prepa§¢blo“ or "freight to .

be prepaid" or words of similar effect appear by stamp
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‘ﬁksacLor otharvios on l?ch documonty they will nat be

gﬁﬁ i agscphad go constitult.ng wrdence at the ARSI of
ttatgnh.u

Unlese othervise specifiad jn the céseit 33

incnnntatcnﬁ with ¥ny of =1t dectvwents presented under
the crudis, benks mey honour ‘ocimanre otasing that
freight or transporiativn vhavges ¢us peyabie un
delivery, |

~ - Argicle 16, £ ciean oht;p;ng docunant is ore vhich heass no

notatione ualass the credit exprecaly states clauses

or natations which uay lu ncceptad,

T 1s of Ledi

Article 17, Unlasa specifically authorized in the credit,
. ltlls-oé Lading of the following nature wil} be
| . rejac.ed:
(a) Bille of Lading issusd by forwarding agents.
(b} 94lls of Lading which are issued undsr and are
T . eubjest to the conditions of a Charter-Party,
(¢} Bille of Lading covering shipument by ssiling
vessels.
. Howover, snless othervise specified in the
[ crudit, Itllc.o! L’dtng of the following npture will™
be sccepted; | |

(a) "Port" or "Custody" Bills of Lading for shipments

-
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of cotton fro:: =he Unjted States of America
\ (b) “Through" Bill of Lading isaued by ‘steamsinip
companies ur their #gents even though they cover

saveral wmodes of transport,

Article 18. Unless -othervire spacified in the credi;, Bills
of Lading must shea thet =he gond: are loaded on buarc.
Loading on board may be evidenced bj an on buar. ,
Bill of;kpdingqyr by meénu of a notation to that effect
l dated ;md Mgn‘ed' or initialled by the carrier or his )
- aaent} and the.dAte of this notation shall be yegarded
as thé data of loading on board and shipment,
Article 19, Unleus tfanahipment is prohibited by the terws
of the credit, Bills of Lading will be asccepted which
Lndic‘tc that the goods will be transhipped enroute,
provided the entire voyage is covered by one and the
sane Bill of Lading. -
! - 3ills of Leding tncorquating pfinted clausé;
: ' \\ctating that the carriers have the right to tra.:ship

‘ wil. be accepted notwithstanding -he fact that the

credit prohibits transhipment,’

Article gg. Banl,vill refuse” @ Bill of Lsaing showing the

stouade of géods on deck, un‘ess specificelly autior-

ized in the cradit,

*
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. Article 21. Banks moy rcqgira the nawe of thp banariclary to
appea: on the Bill of Lading as chipper or endorser,
wue, M _

unlees the terme of the ersdit provids otharwisa,

’

-

.. Other Shipping Documenta, etc.

'-hrticle 22, . Banks will cghiidav 2 dailway or Inland Waterway
Bill of Lading or CO“SIQNMInL Rciw, (ounterfoil Waybill,
. Poatal Rd?tipt, Certificeté'of Mailing, Air Mall Receipt,
.. Air tranaportati?n waybil}, Air Consignment Note Or
Airx incoipt,.Trusking Corpany Bill of Lading or any
othar similar document as r;hular thn such document

' bears the reception stamp of the carrier or issuer, or

- wwhen it besra a signature.

Agticle 23, When a credit cells £or an attestation or certi-
fication of uctéﬁt-in the case of transport other than
by ssa, haﬁkl will accept @ weight stamp or any other
offical Lndtcaciéh of weight on the shipping documents
unless the crc@it ¢slls for a separate or independent

certificate of weight,

) - ! i
lnsurance Documents .
Article 24, Insurancé documents must be as specifically

-

described Ar the credit, and must be iszued and/or

/ -
signad by insurance companias or their agents or by

4

L]

underwriters,
' 3-334
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Cover notes issued by broksre will not be accepted,

-

-

unless qp.;tiically authorized in the credit.

- -

4 .

Areicle 70, Unless otherwise specified in the credtt)ﬁm&a

s VRS LD ¢ &
Iy -

may refuse any indurance documents pregsented if they

.

. » ’ . ’
% bear a4 date later than the date of shipment as evidenced

br the shipping documents,
]

~

Aodbole 20, Unless otherwise specified in the crecuit, the

—

Ty
fu.urance document must be expressed in the gsame

L]

survercy as tne credit, , )

T )
The :inimum anount for which insurance must be

eficcted 18 cne CIF value of the Roods concerned,

—_

\ powever, wher vae.CIF value of the goods g:hnct £e'
.« ' denermined,f:om the documents on ;heit face, banks -
will accept as such minimum amount the amount of the
\ déawxns under the credit or the amoﬁnt‘of the relative
commet;ial favoice, whichever is the gxgnigr._- _ 2
Argxclg_giv : Creéicﬁ nust expréssly statejthé type of insur-
ance required and, if any, :he_addi:toqél riyks which

are to be covered, Imprecise terms ihch,gg‘fulual

:1sks" or "customary risks" shall not be used,

3 L

Failing lpirific instructions, banks will accept

insurance cer: Qi tendered,

- . T . - - -

* v
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Article 28, ""Hp’n a ;rodit stipulates “insurance against all

risks", banks will accept an insurence document which
contaifs any "all risks" notstion or clause, and will &
assune .no responsibility Lf any parcicular risk is

RY
not covered.

Afticlo 29, Banks pfy accept an insurance document which
indicatll that the cover is subject to a franchise,
unlo‘; it is spacifically stated in the c}cdit':hlt_
.the insurance must be issusd irraspective of percentage,

Commercial Invoices

2peee

Article 30, ﬁnx... othorwilo-lpoctfind in thé credit, com-

marcial 1nvoic.a must be made out in the name of the
, qpplican:'for the credit,
| Unless othervise specified in the credit, banks
may refuse invoices issued for ahounts in excess of
the amount permitted by the credit,
The description of the goods in the commercial

{nvoice must correspond with the description in\the
credit, gd che remsining documents thc:aooda may be
described in general terms,

w— §
A

Other Documents

Article 31, . When other docukents .are required, such as

“Harohoquc Receipts, Delivery Orders, Consular Invoices,
o -3-336




‘ BEST COPY AVAILABLE
‘ Certificstes of Origin, of Helghi, of Quality, or of
Analysis, atc., without further definition, banks may .
accept such documents as tendered, uichq;q responsibility

L)

on their parc.'

D, MISCELLANEOUS PROVISIONS

guantltz and Amount

Article 32, The words “about”, 'circa" or similar expressions

are to be construed as allowing a difference not to
exceed 10% more or 10% less, applicable, according to
their place in the instructions, to the amount of the
credit or to the quantity or unit price of the goods,
Unless a credit stipulates that the quantity of
the goods specified must not be exceeded or reduced,
a tolerance of 3% more or 3% less will be permissible,
always provided that the total amount of the drawings
does not exceed the amount of the credit, This toler-
ance does not apply when ‘the credit specified quantity
in terms of packing units or containers of 1nd1v1dua1

items,

Partial Shipments

° 1Y
§

Article 33, Partisl shipments are allowed, unless the credit.

»

specifically states othervise,

L 4
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Shipments made on the sams ohip <nd for the same

voyage, sven if the liilc of l.ading evidencing ship-
ment “on board" bear different dates, will not be

regarded ;o partial shipmants,

Article 34, 1f shipment by iqstalments within giver periods
is stipulated and. any instalment is not ahié}od within -
the period allowed for that instaluent, the credit
ceases to be avatlnblo.tor that or any subsequent

instalment, unless otherwise specified in the credit,

e

-

Vultdif! god Expicry Dste

Article 35. All trrcvoegblc credits must o:tbulnt; an expiry

| 4
date for presentation of documents for payment,

acceptance or negotiation, notwithstanding the indi-

cation of a latest date for shipment.

acticle 36,  The words "to”, "until", "till" and words of
similar import applying to the expiry date for °
'ptoncutation of documents for paysent, acceptance or
negotiation, or to the stipulated latest date for
shipment, will be understood to include the date
mentioned, |

Article 37, When the a:tpulacnd expiry date falls on a dib

on wvhich banks are closed for resasons othcr_thl‘{thoaa
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mentiored in Article 11, the period oi validity will

h-icxtendod ungil the firat- following business day.
This does not apply to the date for shipmant
i which, if ;zipu{atgd, nust be respecced,
| Banks paying, accepting or negotisting on such
extended expiry date must add to tge documents their
'certiftcation in the followins‘wordtﬁs:
| "?reaeutednfor'paymant (or acceptance or nego-
tistion as the case may be) within the expiry
date extended in accordance with Articie 37

. of thz Uniform Customs,"

Article 38, The validity of a revocable credit, if no date is

atipula:ed; will be considered to hsve expired six
months from the date of the notification sent to ‘the
beneficiary by the bank with which the credit is

A~ ' available,

Article 39, Unless otherwise expressly stated, any extension -
of thciltipulated latuat date for lhip-né shall .
° extend for an equal period the validity of the.crcdit.
' where a credit stipulates a latest date f&r,shtp- .
. " ment, any extension Qf the period 7£ validity shall )
not extend the period permitted. for shipment unless

+ - othervise expressly stated,

\

9 32339
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Article 40,

.: ﬂ_\.PV AVM\-AB"E . *

Shijment, Loading, or Despatch

L}

Unlese the terms of the credit indicats other-

»

vise, the words "departure", "dospctch”, "Loading"

or "litx;ng"-uaqg in stipulating rhe latest date for
shipment of ‘the goods will be understood to be synonysous
with “shipment", |

Expressions such as 'prompt", "immediately",
"as soon as possible” snd the 11‘0 should not be
un;d. 'If»thcy ire used, banks will interpret, them as
a request for shipment wtthié thircy days from the .
date on the advice of the credit to the benificiarz\

by the issuing bauk or'by an advising bank, as the

Case may be,

8t

Preserntasion

Apticl. 41,

's

.Duc:ments must be presented within a reasonable
time after issuance, Paying, accepting or negotiating
banks may refuse documents if, in their judgment, they

are presented to them with undue delay,

-Article 42, Banks ars under no obligation to accept presenta-

-

tion of documents outside their banking hours,

Ariisle 43, The terms "first half", "second half" of a momth

3n340
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Article &4,

L 4

Article 45,

- ILABLE
shall be construed respactivaly as from gﬁg[{ggw;gMA

the 15th, and the 16th to the last day cf each month,

-
gncluoive.

The teras "beginning”, "middle” or "end" of a
wmonth shall be condtrued-re-pectivgly as frop the lst
to the 10th, the 1llth to the 20th, and the 2lst to
the last day of each wmonth, inclusive,

When a bank issuing & credit instructs thst the
credit be confirmed or advised as available "for one
month", "for six months" or the like, buc does not
specify the date from which the time is to run, the
copfirming or.advinins bank will confirm or advise the
credit as expiring at the end of such indicated period

from the date of its confirmation or advice,

E. TRANSFER

Article 46,

A transferable credit is a credit under which the
beneficiary has the right to give instructions to the
bank called ppon to effect payment or acceptance oOr
to any bunﬁ ;ntitltd to offect-negotiation to make
tho.credit available in whole or in part to one or
more third parties (second boneficiar{f-).

A creﬁlt can be transferved only if it is expressly
deqignﬁted as "ttantfcrahlad’by Ehe issuing bank, Terms
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such ﬁg"dﬁruibh", ‘'fractionable", "asrignabdle"

and "traqtn&nslhlc" add nothing to the meaning of the
tern "eransferable” and shall not be used.

A d:nnlfcr;blc credit can be transterred once
only. Fractions of a transferable credit (mot

exceeding in the aggregate the amount of the credit)

" can be transferred separately, provided partial ship-

ments are not prohibited, and the aggregate of such
transfers will be considered as constituting only one

transfer of the credit, The credit can be transrerred

.onli on the terms and conditions specifiled in the

original credit, with the éxception of the amount of
the credit, of ;gg?unit price stated therein, and of
the period of validity or period for shipment, Quy or '
all of vhich may be reduced or éur:atlcd. Additionally,
the name of the first beneficiory can 2’ subatituted
for that of the applicant for the creuit, but if the
nan..of the applicant for thg credit is specifically
required by the original credit to appest in any
document other than the invoice, such requirgment.mupt
be £ui££11¢d.

The first beneficiary has the right to substitute
his own invoices for those of the second beneficiary,

for amounts not in excess of the original amount

stipulated in the credit and for the original unit

prices stipulated in the crcdié, and upon such sub-

stitution of i{nvoices tha first bene’iclary can draw
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upon’ the credit for the dlffarcn;a, Lf any, botunangﬂ%T COPY AVAILABLE
hil.inVOICCI_Ind the second bemeficiary's imvecices.

‘When & credit has been trancferred ard. thas fixse
beneficiary is to ﬁupply his own invoices 15 axciaange
for the second beneficiary's invoices but fails to do
' 1) én demand, rthe paying, accepting or negctiating

°- bipk has the right to deliver to the issuing bani the

documents received under the cred.t, including the
second bensficiary's invoices, without further responsi-
bility to the first beaeficiary.

The first bencficiarf of a transferable credit
can transfer tue crcdit to a second boacflcifry in the
sane country; but 4£ he in.co b; pornittad,tp transfar
the credit go‘a sscond beneficiary in another country
this nust be expressly stated in the credic; The
first beneficiary sl.all have the right to request that‘
paymsnt or negotiation be effected to the second -
ben.ficiary at ghc.placo to which the credit has been
tran;tcrrcd. up to and including the expiry date of
the original credit, and without prejudice to the
ft%’t beneficiary's righf subsequently to substitute
ais own. invoices for those of the second beneficiary

nd to claim any difference due to him, |
" The bank roqndacid to effect the transfer, vhether ' -

it has conf}rﬂnd:thc credit or not, shall be under no

obligation to make such transfer except to the extent
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QﬁSﬁ . and in the manner expressly consented to by such bank,
.and until such bunk's charges for transfer are paid,
Bank charges entailed by trarz.ers are payadble

by the first beneficiary unless otherwise specified,

i
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- ’- Service, 237 —
. Cénnunicatidn. 11

cdﬂlxi(oeé’uglitary containers)

\\\ﬂ' ' ‘Conference system (see Carrier conference system)

Confirming house, 290

Coné;gngefl declaration, 14u
Consignment, 78-79

Advantagel..79

Disadvantages, 79
Constructed value (see Customs valﬁcl)
Construcitive total IOIIf(le. Insurance)
Consular invoice, 121-122l |
Containerization, 148-149, 193-216

Acceptance of, 199-203

Advantages, 205-2-06

Basis for. rate .reduction, 206
. ﬁininized papervork, 205

I ‘ ] Rate structure simplification, 206
Reduced haqdlin; time, 205
Shipment protection, 205

: . . .
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Definition, 193
: _ REST CORY VAol
Disadvantages, 206-208
L‘$§ of standardization, 207
Large capital investment needed, 208
Legal problems, 207
Traffic imbalance, {07
Containers, 194~199, 208-216
Constructior, 197-199
’ - Aluatnum, 198 \
Fiberglass-plywood, 199
Steel, 198-199
Types, 19&-19i .”
Co;nercial. 194-197
Hilltlt;, 197
Usage, 208-216 ‘
‘qtll of lading provisiois, 2i3
Customs inspection, 213-214 . S
[\ i} : Carrier’ liability, 210-213
| /ahtndling. 209 T
Insurance, 21&-21§ ..
’ Movement, 209-210 .
Packing, 208-209 - |
' ' : Suoply, 208 . ' . : .
. Contract carriers, 23§ g '
. * Conveyors, 177 ) r//<” ) }

Custom Sttorneys, 2479-280
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" Documentation, 116-141

Customs iaspection, 213-214

. Custows values, 132-134

. American selling price, 133-134
Coastructed value, 133 | 1&53
Export value, 132 | |
United States value, 133

Customshouse brokers, 278-279
Department cf Agriculture (see United States Department of Agriculture)

Department of Commerce (see United States Department of Comuerce)

Department of Commerce Field ofticol. (see United States Department

of Commerce)
Department of State: (see United States Department of Statv)
Departwent of rrannportatlon (aco United States uopart-nnt of
Trannpo;tnttou) '
Destination coatrol, 57-58 .
Direct export (c?o Exporting -ethodv)-
Distribution warehousing, 166, 169-192
runcctén.. 169-172
Operations, 176-182
Purpose and need, 169
Role, 182-191
Services, 172-176

Dock receipt, 128 : ‘ : »

Docusentation simplification, 269

Documents, export, 117-129. - ' .
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Bill of lading, 119-121
.Cettiftcat% of origin, 128-12§ | fL;i-“‘ ?QiiibLE
Gonsular 1;voic&. 121-122 -

.Delivery perait, 127

Dock recei#t. 128

Foreign exchang® certificata, 127 .

Marine insursnce certificate, 122-123 3

|

Seller's bill of exchange, 125-127
S Arrival draft, 126
. ~_ Date d\:nft. 127
Sight draft, 126 '
Seller's commer#ial invoice, 118-119
- | Shiﬁper'l expdtt declarstion, 12?

Validated export' license (permit), 124-222 Q,
Warehouse receipt, 128 | |
. Documents, import, 139-141 ’ - .
Analysis of {nspection certificgte. 140-141°
Bill of lad;ig. 14C °

Carrier's cggttficate and release erd:. 141

Conaignee'n'declaration. 140 e

Special customs invoice, 139-140

Domestic carriers , (see Carriers)
DOT (see TUnited States Depart;cnt ét Trannportat;on)'
“prafts, documentary, 72-76
- Advantages,. 74-75 , ) Fa
' , Dtudvantngu. 75-76 |
\

Y
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Types, 72-74 - ; C \ PNN&PBUE.
Drawback, 134 - o
Duallrlto system (loé Carrier conference system)
., Dutiss, import (see Imﬁort duties

Duties, specific, 136

\
L\
L S _ : :
. 'Economic and Social Council, 29 (see aleo United Nations)
| Entry, 136-139 |
- " -of Merchandise, 137
Obligations of consignee, 137
Types, 138-139
Ex Dock, 98-99 ‘ . S

H

Ex Point of Origin, 96
Export Administration Act (see Export regulations amd control)

Export Business Relations Division (see United States D.partment
of Commerce)

Ezportwgo-lialion bouse, 289-290

Export Control Act (see Export regulations and cout;ol)
Export credit insurance, 81-83, 283 |
Export, direct (see Exporting methods) .
!prrt_Jacuuontatlou (see Documencation)

Bxport-l-;ort Bank, 24-25

é:port and {mport broior. 288-289

Export-import rail rates, 260-261 .
Export, indirect, 272-27% |

Advantages, 272-273
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: ' CRERT e
Disadvantages, 273-274

Export licensing (see Export* regulations and control) .

Export métchants, 71, 286-287

" Export packers, 282-283

Export pgcking, packaging, marking, 142-160 .
Basic ConliQQerionn. 142-145
Assembling and packing, 142
Climatic effects, 143
- Customs processing, 143 . . a9
Handling, 143 ‘
Loading, 142
) Movement, 143
Legal cog‘tflcratilonn. 146 : ' Ly
-Marking and labeling, 157-160 | '
Packaging for export, 149-157
Air“.lhip:nent ‘ packaging, 156
Theft and ptifcrnge. 154-155
Tyfoa of pngknge{. 149-15
| Bales, 152
. Corrugated boxes, 149-151 '
Hulttvali bags, 153
. Plywood boxes, 151-152
Wirebound boxes and crates, 152-153
\ ' Wooden crates, 152 ’
. Water damage, 155-156
Pccg}ng foE.export. (see Packing, export)
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'\ Export regulations ;nd control, 50-58 E .

Export Administration Act of 1969, 52-53
L 2 ‘ s 3
ﬁ&gaygk Export Control Act of 1949, 52

Export licensing, 53-S8 o o ) .

Purposes of export coqt§ol._51 '
Export value (see Customs vaiucn)
Exporting and importtng. wmechanics of, 8-9
Exporting methods, 271-274
._Dlrcct export, 271-272

Indirect export, 272-274 | \

FAA (see Federal Aviation Adutui;tfation)
Factors (ﬁonbdnging co-yauto;). 70 | ‘
Y.A.S. (free alongatde), 97
. Federal” Aviation Administration (PAA), 44-45 |

P;d-ral inteinational trade regulation, 50-58
Federal Maritine éﬂlﬁllllon (nec), 43 -
Federal Trade Commission (FTC), 43-4k
Pield warshouse, 166 :
Pinancing, 68-93
!{ﬁ.uctu; institutions, private, 68-71

: %S ' Fire (see Perils) |
FNC (see i’cdcnl Maritime Commission)
F.Q;n. (frees on board), 96 ‘ '

Foreign Agriciltural Service, (see United States Department of
Agriculture)

Foreign exchange certificates, 127

/ 3'3“
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Poreign exchange markets, organizatiopn of," 83 nreT fApy ResnE '

3

Market *structure,. 87-88

ﬁcchan}ct of forward exﬁg:ﬂ§5{f89-93

t -

Multiple exchange practices, 93
Types of markets and transactions, 85887“f)

Foreign ethahge practices, 83-93

Fo;etgn Ere}ght forwarders (;ee Freight forwarders, foreign)

Foreign éoyernment regulations, 66-67 o .

Foreign Trade Definitiodn, Revised American, 292322, (Appéndiz A)

Foteign trade zones, 281-282

~ -

Forwarders (see ?tetghi forvar;erl)
Free ports, 264. )
Free trgde zones; 264-265.-
¢ Freight'forwarderl. 223, 274-278 ‘ ;
Doneatic, 223 |
Foreign, 274-278
" . Advantages of, 275-276
A;¢;‘276-277
Nature of, 274-?75 ‘
Ocean, 274-276
Selecting freight forwarders, 277-278
Services, 275 '

FTé (see Federal Trade Commiclfon)

-

Ganeral Agreement on Tariffs end Trade (GATT), 32

General average, l13-114
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A}

IATA (sse International Air Tran .ort Auocu:ton)

Q\:ﬂ:c (see Intoutnn Cowmerce Commission)
€§§8~Iuport futtoo, 135 ‘
" é§?' Inport license, 135 ' .
- ggg' Import quots, 135 b
~ Import regulations and control, 58-65
Basis of value, 65 |
Docunentl.rtqutrod for ;ntry, 60-62
. Dutiahloruuluo and final adjuagu-n;, él
General order, 60 - '
_ Import quotas, 65-66
Procedure at customhouse, 62-64
Special customs iavoice, 59 )
Imports, 129-141 . )
Definition of terms, 130-136 - | f/
Documents required for entry and relesse, 139-141
. Entry,. 136-139

B

. of merchandise, 137
I obu_ntlonln 6£':;utguu. 137
types, 138-139 |
. - S .
Inchnrulchuu, (see Perils) . )
- Indirect é:port (ico Ezporting methods) :
Iaodustrial Development Organisation (mm')). (see United ldtionl)
Indurance, export credit, 285 T .
quunce, tnnlpoutton, 9%-115, 214-216, 283-285
Alr cargo, 114-115 .
Y. ’

'}-366




L4

Amount, 102-103 BEST COPY RVAILARLE

Extént of coverage,. 110-114
Partial lpss, l11-114 -
General average, 113 .
. Pareg ulﬁr average. lll

. Total foss, 110-111 - o
... Actual, 110 , B -
éonltructive. 111

Insured perils, 103-110

Marine, 284-28%

-

Intermerchant, 289 ! —
4 . )
~;Intetmodal containeta, 201-202 " . . <§
- L

International Air Transport Anaociatlon (IATA), 236
' Intern:tional carriera. (see Carrieérs, 1nternltioqnl)
. . International Chamber of Cosmercs, 36-37 .
Internationsl Developﬁent Association, 30-31
International Finance Corporation (IFC), 31
) Invcntosy unnsgenent, 10
. S Interultionll Monetary Fund, 28-29
Interngtiorial apec;:liota, agrvicea. ;f{_271-291
International trade concept, 4-8
R T o Abiolute advantage, 5?~ ‘
v Comparative sdvantage, 6 ) ' -

-

* Limitations to internacional trade, 6~7

o5
L ]

Q .. C 3-367.,‘. . )

: Tgnm, of sale, 95-99 | . (:;—N‘“
- o Types of Policies, 101-102 7



- Wad

Uaiqueness of product, S . : ‘R“rqﬁﬁ
A

- laterstate Ccl-nrco Commissism (ICC), 62 %\v_(‘ i‘ﬁ“

5'

* -

Ioventory managemeat, 10
Invoice, pro forma, 136
Invoice, seller's comwercial, 118-119

- Iavoice, lbecial customs (see Special customs invoice)

Jgtti;on. (see Perils)
- / | Joint Bx;:rt Association Plan, 17

:
Labeling, 157-160 (see also Marking snd Labeling)
Letter of credit, 76 -
Liabilitteo. carriers' (see c:rrioru. duties and ltabillttul)
License, cxport (see Export regulations nnd eontrol)
.Licénse, 1nport (luu Import 1$ccalu) ) .
Licensing poiicios.-ss .
Lightouze.\\ 2564 ' ‘ ‘ ’ e

 ~docal chasbers of commerce (see Chambers of Commerce)

Y
Loases, (see Insurance)

MARAL (see United States ‘lhtttt-_- Admioistration)
Marine insurance, 2861235
Marine lnsurance certificate, 122-123

Marking and labeling, 158-160 (see allo Rxport pneklng. ycéhn;tn' +
and marking)

Material handltng. 165-166

AP



 if . Materials handling equipment,-176-178
Conveyors, i77 |

Powered vehicles, 176

Storage’ aids, 178 _ : .
~ Unitizing equipment, 177 - R .
| (ioe also Diltributionnuarehoultns) ’
. Merchant. Taw mnterialo (lee Raw f:terlall nerchané§}t~» - -
N -~ ' .

i

Methods of payment, 71-81 <
Military contatners, 197
MILVAN (see Military containe:‘) .

Motor, curriers (see Carriers) k\

——

Nondiscrimation (see COuno:i carrier duties) .

.

Orean carrier conference system, 232-236 e

i ’ \\\ . - Y

. Ocean carriers, 218-219, 239-241 '
_ ' ,
Office of Pacilitation (see United States pepcrgueey of ?rnnlportution)

. ‘office of Poreign Commercial Services (see United States Department
of Commerce )

-Open account (see Methods of payment)
* \

-

L

Packaging, 11

Packaging, air shipment, 156

)

Packagirg, export, 149-154

Bales, 154 " : : S .

Corrugated boie‘, 149-151 ' ' : -
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Multiwall bags, 155 - C gt

Plyvood boxes, 151-152 -

- o Kl';o_bound boxes and crates, 152-153 ’

| . . 'Wooden crates, 152 A -

- | ) Pncking'. .export, 145-149

- Un'u':l‘load.. 145-149 - °

“ . Containerization, 148-149
‘ Pallets, 146-148 ~
Partial iou. 111 ,/ o S . )

e "+ Particular sverage, 111-113

Perils, 103-109 . .

’

~

" JAll other perils,” 108
- | "All risks" coverags, 107-108 . -

Barratry, 105‘ |

Fire, 104

Inchmaree clause, 106

Jettison, 105 .
| Lou'o:. strikes, rton_., and civil commotion, 108
Risks, excluded, {09

Sea, 103-104 ‘ \
- ' . ‘l'hiovc,. lbb |

) War it.n'. 108-109 . -
_< ’ \ Perils of the sea, (sese htll-l) “u

. L «Physical ‘distribution, to}i of. 9-11

Pipelines (sse énrruu) |

Policies, insursnce, 101-102

[ 4
A
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6pnn. 101 ) N

Speciaf, 101-102 '
Port suthorities, 34-35, 267-270 - -
Port charges (see Po;;i and airports)
Port rates (see Pergl ind ;1rporto) ,
Ports (leq‘Portooand airports)
Ports and airports, 242-270

Flctiitiea, 253-257 - |

Free pétto-and :r;ée sones, 263-266

Function, 2464-245

. ‘ ° ’ S
Organization of ports, 266-270 }

/

L

neST COPY AVAILARLF

Rates, charges andllpectal port requirements, 257-263
% .

Services, 245-253
Air targo gaéedoriel: 252-253
Aircraft services, 250
éargo services, 246-248
Passenger services, 251

Services to the shipper, 248-250

/

Ship services, 245-246

. Shipper and éargé services, 251

Ports, organization, 266-27b

Ports, sea (see Seaports; als Pé;tl and airports)

" Private varehouses, 168 (see falso Wareshousing and stordge)

Public warehouse, 167, 280 (§ee also Warehouse facilities)

&
Quota, import (see lmport quota) -
: >
! . .
/3-.37 1
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- Railroads (see Carriers) %‘s‘

e . N . [ ]
.

ot B

Intg\luroaqp. 22%

Rate fommulation (see c.trior.congorond‘ system)
Ratemaking an@ pricing, 228-237. - ot
Domestic, 228-232

Rate Bureaus, 225
Rates, 229-232
Regqlatlonl;'228

In;ernutionnl. 232-237 .
- Alr carrier conforone, systew, 236-237 }
.- Ocesn carrier conference system, 236-2;;
Rates, 229-232 ’
Ratel.\}enlonnblo, 238 .
‘Rll materials unrchant 287 | . .4§
Rogulntionq, 65-67
‘Federal Intgernational Trade, 50-66
| !xporg ro;?}atlonl and éontrol. 50-58
Export Administration Act of 1969, 52-53
Export Control Act ;f’1969. 52 '

. Export licouiu. 53-58 N
. -~ N .
I\ - :

?urpou. 51, :
I-pq‘p ri;ulatioa. and control, 58-66 =
‘Basis of vnlun,'65 . | -

_ Custowhouse proudnro."ﬂ-“ e
* Documents required for entry, 60-62 .

"L Dutiable !?luc snd finsl adjustment, 64-65

\ " e

-3-372



General order, 60 .
’ PR
Import quotas, 65-66 LEST o nvhﬂ?*\

- Speétal customs invoice, 59

Foreign Government, 66;67
Transportation, 45-50, e . : .

| 3

. Economic, 45-48
Entry aud exit, 46-47 .

. B ‘Rate, 45-46 o -

«}i

~ ' , .Service and business practices, 47-48

>

"JProtcct19n_ok public property, 48-50

" Safety, 50 ’ .
Regulatory bo:iiu of the.red_cul Govermment, 41-45
.Resident~buyer, 387-2'?8
Rilk_conlidcr;ttons, container ;nlur,nce. 215-216
. . Rg’ks. e%cla&ed (see’ Perils)

L 4

'Safnéy rognlatlonn (see Regulations)
. Seaport, 245-250, 253-255, 257-261

Failities, 253-255

. |
' Cargo hendling equipment, 255
) Chsnnels, 253
. Vo
~ Container facilities, 255 -
‘(‘ : . Interchange bitvocn rail and watet, 254° !

Lighterage, gsa
.. o Piers and wharves, 253 .
Road nets and improved areas, 254 ‘
- .

- . . M -
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Stougo taciuuu. 25S.° §‘ QQ?‘
R\

!udﬁtiop, 240 .
Rates, char;gl, and ;pocial port ruqqirtncntl;,257;§$15
* Export-iuﬁgrt rifl-t04§ort_ratot, 260 |
Reference an@ assistence availablo. 259
ship s{réicé revenues, 258 -
Special ;hargol,'259-260 L
Special concolgioq,'and poaclétcn, 258
Standard. port charges, 2;7 ‘
Services, 245-250
~Carge, 246-248
Ship, 245-246 :
Shippog,’zba-zso'
Ship services, 245

Shipper's export declaration, 124

$mall Business Administration, 25-26

§pcc1¢1 customs ianvoice, 139-140
Special service rates (;oe Rates)
Stock-spotting, 173-174 (see also Public warehouse)
Stora;o,.lﬁa-lﬁﬁ (see also ﬁbrchouain; .ud'ltotoio)

Storage aids, 178

: °  Supranational a;oncioo, 26-32

Terminale (see Ports and atvportl)

Terms of sale, 95-99 —

C. & F, (cost and freight), 97
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C.I¢?.‘(colt, 1nnurnﬁco-nnd freight), 97-98 _ '
Ex dock, '98-99 | - o - \
 EX point of origin, 96 . _ {
F.A.S, (fee alongu;le)’ 57 . B . 5 .
- ~ F.0.B. (free on board), 96 |
Theft and pilfernge, 154-155 .

Thieves (see Perils)

Title, transfer (see Transfer of title)

-

Total cost conéept. lf* ' RS

Total loss, 110-111 ’ : - .
Trade nn;ociations, 38-32

. Trade promotion, éO-ZZ

Trade protection, 22-23 ; -

Traffic Management (;ee Transportation and craffic'manngement)

/

“Transfer of title, agenciea f.cilltattng. 286-591
(A ' ‘
Combination export manager, 291

¥ Confirming house, 290 ' -
Export and import brokef, 288-289
Export jommiul%on house, 289-290
Export,merchnnt 286-287
o Intermerchant, 289
Raw aacerinln merchant, 287
* Resident :buyer, 287-288

L Y

Transportation Department (see United #Eatco Dcpartnont of
Transportation)

Transportation insurance (see Insurance)

Q. ._ 3-375 L.
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Transportatica regulation (see Regulations)

Transportation service cﬂiractcrlltlcl. 219-220

. Tg,nsportatlon and traffic management, iO

]

Uniform Cun;oma and Practice, Documentary Credits, 323-344 (Appendix B)'
Unit loads, 145-146 | : S \ g
Unlpod_Nattonn. 26-28 ' (
Committee for Trade and Development (URCI&B). 27-28
Economic and Social Counéil_(ncosoc), 22;
.Indultrial quelopmentZOtganisatlon'(UNIDO). 28
Unltrd States Departneni of Agriculture, 12-13 0 N
Agricultural Research Service, 12
Commodity C,}'cgilt Corporation, 13
Foreign Agricultural Service, 13
United States Department of COilttco. 13-20
Bureau of Ianternational Commerce, 15-17
Business of Defense Services Adntntlttatlon (lBS‘S::l7-!8
Export Business Relations Division, 14-15 .
Pield Offices, 19°* . )
Maritime Administration, 20
~ 0ffice of Foreign Commercial S;tvictl, 18
Unité&js£:;¢l Department of State, 20-23
Trade promotion, 20-22
Ttlde’ptotegtlou! 23

United States Department of Transportatiom, 23 .. -

* _
United States Government Agencies, 12-26
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Department of Agriculture, 12-13 - . * ;

Department of pommorce. 13-20 B
Department of State, 20-23
| DepartTeqé of Iran:;ortntion. 23
Expor:-Import;Bank,'24f25 _
" Small Business Administration, 25-26 ':3

' Uriited States Maritime Adminiatrntion, 20 (lee also United Stlt.l

Depnrtmont of Commerce

-

United States value (see.Customs values) ] .
Unitizing equipment, freight, 177-178

% ' . ' . \

Validated export license (permit), (see Export tegul.tionl and
control)
. b

War risks, (see Perils)

' 'Hatchouné-facilitien, classification, 164-168

Functional, 164-167

Combinafion. 167

Fleld, 166

Materials handling, 165-166

Storage, 164-165 B \
Owneflhip, 167-168 - o '

Leased, 167

Privg;e, 168

Publdic, 167.
Phy:;cul, 168

._vaered sheds, 168
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Enclosed building, 168 ' '
e Open storage piloa, 168 L
wi§ehou.e layout,.178 -

Sy

,  Warehoise, leased, 167
Warehouae, lothion; 185-191
Alternatives, 185- 131{\. b
* Sttategy, 188-191
Warehouse receipt, 129
warehouctns, 10 (see alco Wareshousing- and ctqfise)
'Hngehouning coatl, 180-181 |
- \erehOUIing, diutribution (l.. Distribution vlrchountug)
Warehousing and ltorage, 161-192
Claseification of ’fcctutton, 164

Punctionnl 164-167-

Ownership, 167-168 -

Physical, 168 , c |
Definttiou, 161-162
Distribution i.tehouoo operations, 176-182 _.

. Punctions of distribution warehousing, 169-172
Purpose and necessity for dtofri?utton*vitohouatn.. 169.
Role 1n.phyitcal distribution, lﬁﬁrlsb. 182-191
Serviceﬁof distribution warehousing, 172-176

Financial, 175

“Hiocellaneoul, 176

Specific product adjustwent, 172-175

Private warehouses, 172-173
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Public warehcuses,. 173f17

LN [

” ]

Stor@g;, 175 . -

&

“i!hrnw Convention, 241

Water Carriers (see Carriers)

. Water damage, 155-)%6

World Bank, 30

World Bank~Group, 29-31
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